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Washington 
sets tough 
conditions for 
Pakistan aid 

Washington, which last month 
halted aid to Pakistan after 
unearthing fresh evidence of 
the country’s ef for ts to develop 
nuclear weapons, has spelt 
out tough conditions before 
military and economic assis- 
tance can resume. Page 4 

Soviet food shortage 

Severe shortages of meat, pota- 
toes and dairy products are 
hitting the Soviet Union's 
industrial heartland- Musco- 
vites are using the black mar- 
ket to survive. Page 2 

Atlantis lands safely 

The US space shuttle Atlantis 
landed safely at the Kennedy 
Space Centre in Florida after 
stormy weather had twice pre- 
vented a touchdown in the 
Mojave Desert. 

Ah' waits criticised 

European air travellers face 
delays on flights whose overall 
performance is “unacceptably 
poor”, according to the Associ- 
ation of European Airlines. 

One flight In four was delayed 
fay mare than 15 minutes in 
September. 

Trial suspended 

A Romanian military court 
suspended the trial of four for- 
mer communist bosses and 
21 secret police officers 
accused of murder during 
the uprising against dictator 
Nicolae Ceausescu, asking for 
farther evidence. 

Market massacre 

Suspected Sikh separatists 
opened fire on shoppers in a 
crowded Punjab market, kill- 
ing at least 13 people and 
wounding 15. 

Miners killed 

Nine South African miners 
died when an earth tremor 
shook the Western Deep Levels 
mine near Carletonville and 
three others were killed in a 
rock faH near Klerfcsdarp. 

Hunger strike ends 

Slovak nationalists protesting 
against a new language law 
have ended their hunger strike 
in Bratislava. They succeeded 
in forcing the issue to be 
reopened. 

President sacks son 

Somah president Mohamed 
Sad Baire has sacked his son 
as commander-in-chief of the 
armed farces and replaced him 
with his son-in-law. 

Turkish coal strike 

A planned strike by nearly 
50,000 Turkish miners demand- 
ing a pay rise of almost 900 
per cent wffl cut national coal 
output by almost one third, 
union rffiriais sRid- Page 2 

Massawa to reopen 

Eritrean rebels say they wiH 
cooperate with a UN plan to 
reopen the Red Sea port of 
Massawa, which they seized 
in February, to allow food to 
rearii starving Ethiopians. 

Salvador offen si ve 

Hundreds at Salvador rebels 
attack e d more than a dozen 
military positions in a co-ordi- 
nated offensive, killing or 
wounding at least 45 people 
in heavy combat 

Israel visit agreed 

UN secretary-general Javier 
Perez de Cuellar has agreed 
to send a personal envoy 
instead of a commission to 
investigate the Temple Mount 


man said. 

Saving the reef 

Eager to avert an oil spill on 
its main tourist attraction, the 
Great Barrier Reef, Australia 
is to farce certain ships to 
carry pilots. 

Revenge of the fitted 

A 20-year-old Soviet soldier 
who commandeered an 
armoured vehicle and raced 
through the streets of Berlin 
far three hours, battering 
parked cars, had just been 
jilted by his girlfriend. 
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Continental 
announces 
sharp loss in 
earnings 

CONTINENTAL, German tyre 
company under takeover 
threat from Pirelli of Italy, 
announced a sharp deteriora- 
tion in «w»rnfai gg for the first 
nine mouths of 1990 and. said 
ft would be cutting this year’s 
dividend. It paid DM8 ($5.4) 
a share in 1988. No actual 
profit figures were announced. 
Page 25 

FT-SE: Firmness in sterling 
continued to encourage the 
equity market and very modest 
support from institutions 
proved enough to take the 
FT-SE Index to a dosing level 
comfortably above the 24.00 
mark for the first time in just 
over three weeks. 
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Hourly movements 
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The market closed well before 
the outcome of the Conserva- 
tive party leadership pofl. Lon- 
don Stock Exchange, Page 37 

WALL STREET: Stocks feU 
sharply as traders took profits 
in advance of tomorrow's 
Thanksgiving holiday. The 
Dow Jones Industrial Average 
lost 35.15 points fa close at 
2^3020. Markets, Section H 

SIEMEN S, German electronics 
group, confirmed that it is 
holding exploratory talks with 
Amper, one of Spain’s biggest 
domestic suppliers of telecom- 
munications equipment, possi- 
bly with a view to taking con- 
trol of the company. Page 25 

US housing starts feR much 
more sharply than expected 
in October by 6 per cent, 
adding to fears that the US 
economy is moving rapidly 
into recession. Page 6 


SUZUKI, Japanese motor group 
which is the world’s third larg- 
est producer of motor cycles, 
reports improved profits far 
the six months ended Septem- 
ber. Page 26 

TELEKOM, telephone business 
armof the German Bundespost, 
is being considered far partial 
privatisation. Page 2 

CANADA is edging towards 
easing curbs on foreign uWner- 
ship of Its domestic airlines 
as part of a sweeping overhaul 
of aviation policy. Page 28 

PATHE Communications, 
main corporate vehicle erf Mr 
Gzancario Pazretti, Italian 
financier, released third-quar- 
ter results showing a $22£m 
loss, down from the $37.7m 
loss suffered in the third quar- 
ter cf 1989. Page 28 

UNION Carbide, US chemicals 
group, said it expected to sell 
50 per cent of its UCAR Carbon 
business for $233 .sm in 
to Mitsubishi Corporation of 
Tokyo. Page 28 

DAYTON Hudson, one of top 
five US retailers, reported a 
decline in third-quarter net 
earnings, doe largely to Its 
yi-lhn acquisition of Marshall 
Field’s from BAT of the UK. 


APV, world’s largest manufac- 
turer of food processing 
machinery, is to embark on 
a major restructuring pro- 
gramme. Page 32 

SPAIN’S businessmen have 
been warned to brace them- 
selves for a continued period 
of high interest rates. 

Page 2 

AUSTRALIA announced deal 
with trade union movement 
under which it will increase 
tax cuts in return for contin- 
ued wage restraint Page 4 


Support for Heseltine forces UK Conservative leadership ballot to second round 

Thatcher fights for political life 


By Philip Stephens, Political Editor, in London 

MRS Margaret Thatcher, 

Britain’s prime minister, was 
]iigt night fighting for her polit- 
ical life following her failure to 
defeat outright Mr Michael 
Heseltine. farmer defence sec- 
retary, in the ballot yesterday 
for the Conservative party 
leadership. 

Despite a defiant pledge that 
she will enter the second round 
of voting next Tuesday, Mrs 
Thatcher wifi face stro n g pres- 
sure to withdraw when she 
returns to London today from 
the European secu rity summit 
in Paris. Mr Hesritine’s sup- 
porters predicted that he would 
be prime minister within a 
week. 

The result - giving Mrs 
Thatcher 204 of the 372 votes of 
Tory MFs against 152 for Mr 
Heseltine - left the prime min- 
ister four votes short of the 
majority of 56 required by the 
ballot rules. Sixteen MPs 
abstained. 

Speaking on the steps of the 
British Embassy in Paris, she 
plp dgprf immediately that she 
would P ght on to win the sim- 
ple majority required in the 
second round erf voting. 

She told reporters: Tm actu- 
ally very pleased that I got 

more than half the partfaiwm. 

tary party.” 

Kmprgfag from the embassy 
minutes after the result was 
announced, she added: Tm 
disappointed that it was not 
quite enough to win on the 
first ballot, th oug h I t w n fir m 
that it’s my intention to let my 
name go forward for the sec- 
ond ballot” 

But Mr Heselttoe's support- 
ers claimed that his campaign 
faad now established an unstop- 
pable momentum which would 
give him the leadership next 



Decision *rnv» Mrs Thatcher during the Paris co nferen c e y esterd a y 


Tuesday. 

He appeared on the steps of 
bte London house to say: *1 am 
overwhelmed with gratitude to 
my parliamentary colleagues 
who in such large measure' 
have given me their support . . 
*1 will therefore allow my 
name to go forward into the 
second ballot. 

Amid chaotic scenes at West- 
minister, the inconclusive 
result threw the Conservative 
party and the government into 
turman. Mr Neil IQnnock, the 
opposition Labour party leader 
tabled a no confidence motion 
in the g o v ern ment which must 


be debated by the House of 
Commons within the next few 
days. 

Some senior ministers pre- 
dicted that the prime minister 
would face intense pressure 
today from colleagues and 
driw ght l ewi r um jn Hm party to 
reverse her dgrisinn and stand 
down. 

Her stance was publicly 
backed by Mr Cedi Parkinson, 
transport secretary, and Mr 
David Waddington, home sec- 
retary. Others in the cabinet, 
however, said the result was 
the “worst possible” for the 
government. 


The frenried atmosphere of 
drama, despair and anger 
among Tory MPs at Westminis- 
ter brought intense - but 
unconfirmed - speculation 
that Mr J ohn Major, chancellor 
of the exchequer, would face 
pressure to stand against the 
prime minister. If he decided 
on that course he would be 
forced to resign from the cabi- 
net. 

Along with Mr Douglas 
Hurd, foreign secretary, Mr 
Mi y ir nominated Mrs T liflfrhn- 
for the first round in the lead- 
ership fwtfte- In recent 
however, his colleagues - 


fluffin g at least one other 
senior minister — have been 
qtdetiy assessing the level of 
support he might recetve. 

Mr Hard has pledged that he 
will not enter the contest 
against Mrs Thatcher, but Mr 
Maim 1 has . given no such 
xzndertaktog. The foreign secre- 
tary, in Paris last nig ht with 
the prime minister, sank “The 
prime minister continues to 
have my full support and I am 
sorry that this d es tr u ctive, 
unnecessary contest should be 
prolonged in this way.” 

But Lard Wbi teta w, the far- 

one 'oF'th^mqst iwAngntiaT 
elder statemen in the party, 
was said by friends to believe 
that Mrs Thatcher should with- 
drew. 

Amid ffe g gTpnfa+rawrt among 
the prime minister’s support- 
ers, the executive of the power- 
ful backbench . 1922 Commutes 
said that it would meet within 
24 hours to consider its posi- 
tion. 

The committee has so far 
backed Mrs Thatcher, but some 
of its members - privately 
exnressed- dismay last night 
she had committed herself to 
the second round without tak- 
ing soundings within the 
party. 

Mrs Thatcher’s determina- 
tion to fight an. however, was 
reflected in her decision to 
ignore the. advice of senior 
party figures an the content of 
her tease statement from Paris. 
Mrs Thatcher was advised by 
Conservative Central Office to 
give a more ambiguous reac- 
tion. 

The Challenge to Thatcher, 
Pages 8, 9; Editorial c o mm e nt . 
Page. 22; Lex, Page 24; Mar- 
kets, Section H - 


Poll defeat worries Tories PM and challenger 


By Richard Evans and John Authors 


THE PRIME minister’s sup- 
porters were bitterly disap- 
pointed that she faitod so nar- 
rowly to achieve an outright 
victory on the-- first ballot, 
while Mr Heseltine' s backers 
were jubilant at the level ofhis 
support. 

The view of many Conserva- 
tive MFs, however, was that 
politically for the party the 
result was about as bad as it 
could be. It will prolong the 
internal conflict and underline 
how deep the divisions over 
the leadership now are. 

The reaction of Mr John Btf- 
fen, former Cabinet minister, 
was typical “A thoroughly bad 
and wholly uncomfortable 
result for the party,” he said. 


City reaction was one of anx- 
iety at the continuing uncer- 
tainty. / 

“It is the worst possible 
result far the equity market 

It’S an Old that n m ri r Hfa t 

hate uncertainty, and we’ve 
got that for su re.” said one 
equity strategist. 

In New York last night, ster- 
ling fell over one cent against 
the US dollar and eased 
against the Goman mark as 
dealers reacted to the prospect 
of another week's uncertainty. 

Sir Jeffrey Sterling, chair- 
man of P&O, the shipping 
group, said: "It Is vital this 
uncertainty is resolved as soon 
as possible. 1 hope that Conser- 
vative MPs will now consoli- 


date behind the prime m hri nfc p r 
and get on with running the 
country.” 

Efebour leaders were rubbing 
their - hand* with glee, befisv- 
Ihg that Mrs Thatcher was now 
a mortally wounded leader, 
with 45 per cent of Conserva- 
tive MPs failing to support the 
premier, and the pr ospect of 
more damage being infbeted in 
the coining week. 

The fear cf same Thatcher 
supporters was that votes 
could drift towards Mr 
Heseltine on the ballot 
if there is a growing belief that 
the party would be unlikely 
retain power under Mrs 
Thatcher at the next election. 
Continued on Page 24 



By Afiaon Sraflb in London 

IN THE confusion that 
followed the winfiwirwHMit of 
the results, the only (dear, 

instant pHffl fflimmiRnls Wtuv 
that hnth Ww Thatrher and Mr 

Heseltine would stand in the 
aflimri ballot. 

Mrs Thatcher’s supporters 
had been warning that Mr 

Tfawlthnj sIotiW rrmririnr Wa 
positon, while Mr Hesdtine’s 
team claimed that Mrs 
Thatcher’s s u pp ort would ebb 
away from her in the second 
round because she had been so 
badly wounded in the first bal- 
lot 

But both candidates were 


quick to assert their intention 


'■of eontimdng'tii^ffgibt; 

Some MPs who had voted far 
Mrs Thatcher yesterday, how- 
ever, were saying that they 
wished to see a new candidate 
such as Mr Douglas Enid, the 
foreign secretary, enter the 
second round, and wpuM not 
vote for her again. . 

They were disappabded by 
the statement bom. Mr Hurd, 
who p rop on ed Mris Thatcher in 
the first round, that Mrs 
Thatcher still had hfa&H sop* 


Attention will nowfoens an 
Continued tm Page 24 


Setback for 
US in bid 
for UN 
ruling on 
use of force 

By Peter Riddell and 
Robert Mauthner in Pans 

THE US has so far failed to 
secure international backing 
for an early United Nations 
resolution authorising mili- 
tary action to farce Iraq outre 
Kuwait. 

Both the Soviet Union and 
franca, while not ruling out 
the use of farce, want more 
international discussions 
before committing t hems e lv es 

to a UN Security Council reso- 


Mr Vitaly Ignatenko, Presi- ■ 
dent Mikhail Gorbachev's | 
spokesman, said yesterday 
that, before any decision could , 
be fafcwn on a new Security j 
Q pmirfi re solutio n, the United . 
Nations shouldhave a wide* > 
ranging debate on all aspects 
of the Mr Eduard Shev- 
ardnadze, the Soviet foreign 1 
minister, speaking after talks j 
last night with Mr James \ 
Baker, US secretory of state, t 
said that, if necessary, a new * 
UN resolution would be 3 
adopted. ' j 

Mr Hubert Vedrine, the f 
French presidential spokes- 


man, saw France had agreed : 
that *nhp« should begin in the * 
Security Council on the draft- g 
tag of a resolution foreseeing 3 
the use off force against Iraq: « 
But he emphasised that this fc 
did not mean that France had ’ 
already agreed to the use of # 
force. 5 

The US however, is confi- - 
drart that the problem is one of » 
timing the need far fur- , 
thar talk*, rather than a fun- ■ 

damenta l Hiwat tafliB Intwna- : 
tkmal coalition against Iraq. 

The White Boose said last 
xdght il felt "very positive” 
about the discussions on a res- 
olution and was “optimistic” 
about tiie direction of talks 
held in Paris with foreign 
leaden. 

But; Mr Marlin ntxwater, ■ 
the White Bouse spokesman, • 
wanted against anything' 
“ veiy specific” emerging in r. 
the next day or two. He said •; . 
that the nature of any resole- « 
float -an* igtuiieuier y 
whether there would he a time ; r ' 
frame- Iraqi withdrawal, was 'S 
still uncertain. He sought to ^ 
reject att emp ts to divide the 
affiance, accusing Iraq'S Fred- i 
dent Saddam Hussein of 
indulging In a “cottage inctas* 

**Mr feitor^wlS^tommTOw fly j 
to Yemen, which next mon t h • 
Will chair the Security Conn- 
dL He will also go to Oman, 
where he will see the Malay- 
sian Foreign Minister. 

, Continued on Page 24 
Middle East, Page 4 


Warsaw Pact nations agree to 
dissolve their military alliance 


Robert Mauthner and Ian Davidson In Paris 


WARSAW PACT countries 
have agreed to dissolve the 
military flitammta of their alli- 
ance following the collapse last 
year of communist govern- 
ments in eastern Europe. 

The announcement, made 
yesterday by Mr Jcusef An tall, 
Hungary’s prime minister, in a 
speech to the 34-nation Confer- 
ence on Security and Coopera- 
tion, was the first official indi- 
cation that an a gre em e n t had 
already been reached by the 
seven members off the Pact to 
wind up their military organi- 
sation. 

Disagreement over this issue 
was believed to have been the 
cause of the recent cancella- 
tion of a Warsaw Pact summit 

A formal decision to dissolve 
the Soviet-led affiance as a mil- 
itary pact and to transform it 
Into a purely political organisa- 
tion is expected to he taken at 
another Pact summit due to be 
held in Budapest at the begin- 
ning of December. 

Mr AntaH said that the pro- 
cess of winding up the mllitery 
alliance should be completed 
by spring 19S2. Forecasting 
profound changes of the War- 
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Fujanora eiqoys the unenviable 
task of dispelling chaos in Peru 

In his first hundred 
days in office, Presi- 
dent Alberto Fujimori 
has launched bold 
attacks on oligopolies, 
monopolies and toe 
drugs trade, but he 
manages to make the 
most daring initiative 
sound cautious. 

Page 6 



Europe 

Compart tea - 

America 

Corn pantos _ 
International 
Companies „ 
World Trade , 


as 
28 
. 6 
28 
, a 
27 
. 8 


Companies 


. M 

21-34 

Arts Guide + Reviews . 21 

Commercial Law 14 

Commodities — . ■ * 

Crossword . 


Editorial Comment 

Financial Futures . 

Gold i.i ■■ i i ... 

Inti- Capital Markets — 

Letters 

Lex 


Currencies & money 


44 Management , 


22 

30 


30 


Observi 


-London m 
T echnology . 
Unit Trusts - 
World Index . 


37-48 
37-38 
_ 10 


saw Fact in his speech to the 
conference on Monday, Mr 
Mikhail Gorbachev, the Soviet 
president, expressed the hope 
that this would be matched by 
a transformation of Nato 
which would also take account 
of the changes which had 
taken place In Europe. 

The 16 Nato members, 
although putting greater 
emphasis on the political objec- 
tives of their aTiiancp following 
the ending of the Cold War in 
Europe, nevertheless insist 
that its military aspects 
remain essential to ensure 
their defence. 

Most of the east European 
leaders attending the confer- 
ence on the creation of a new 
European security order 
stressed that there was a risk 
that a new "economic wall” 
dividing the rich and the poor 
countries of Europe would be 
erected to replace the military 
Iron Curtain. 

Mr An tafi. Mr Tadeusz Mazo- 
wiecM, Poland's prime minis- 
ter, and Mr Borisov Jovic, the 
Yugoslav president, all under- 
lined the need far the process 
of European economic Integra- 
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tion to be extended to the 
newly democratic and market- 
oriented countries of eastern 
Europe. 

"For Poland, a rapproche- 
ment with tiie European Com- 
munity is. a major objective of 
its policy,” Mr Mazowiedd 


Mr Antall expressed the 
hope that negotiations between 
Hungary and the EC on an 
association, agreement and 
closer foreign policy co-opera- 
tion could start as eariy as this 
year and be completed by Jan- 
uary 2 2992, 

The eastern E ur ope a n lead- 
ers’ appeals found a sympa- 
thetic echo in the speech made 
by Chancellor Helmut Kohl of 
Germany to the conference, 
which ends today with the 
adoption of a pan-European 
security and human rights 
charter. 

The united Germany would 
combine its regained sover- 
eignty with “a modern concep- 
tion of sovereignty”, Mr Kohl 
raid. "Now, re before, we are 
willing to transfer sovereign 
powers to the European Com- 
munity.” 
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Partial privatisation would pay for recabling east Germany 

Bonn may sell telecom stake 


By David Goodtiart in Bonn 

TELEKOM, the telephone 
business of the German 
Bundespost, is being 
considered for partial 
privatisation. The move is 
intended both to raise money 
to help cover the costs of 
German unity and to help 
speed up the re-cabling of east 


Privatisation, or at bw# the 
participation of private capital 
In major infrastructure 
projects, is now being 
examined by working groups 
in the Transport, Environment 
and Justice ministries am* the 
Chancellor's Office, to help 
overcome the fiscal ana 
technical problems of unity. 

The Bonn cabinet last week 
set up a study group to 
investigate the legal possibility 
of full or partial privatisation 
for Telekom, which was 
established as a separate 
business last year as part of 
.‘the liberalisation of the 


Bundespost, bat remains 100 
per cent state owned. 

Mr Christian 

Schwarz-Schilling, post 
minister, said he was opposed 
to full privatisation but did not 
rule out Belling stakes to 
outside investors, as has 
happened in the case of 
Lufthansa, the state-owned 
airline. 

A bigger obstacle is the 
German constitution, which 
expressly forbids privatisation 
of the telephone network. A 
Change to the constitution 
requires a two-thirds majority 
in the Bundestag, which 
currently would be 
unattainable in view of Social 
Democrat opposition. 

It Is not folly dear, however, 
whether a change in the 
constitution is required for 
only a partial seD-ofL 

German business and the 
governments of the five new 
east German Lander are 


expressing growing concern at 
Telekom’s inability quickly to 
improve the 

telecommunications 
Infrastructure in east Germany 
and favour increased 
competition as a spur. 

Telekom points out that it is 
already ahead of schedule in 
its ambitious plan to raise east 
Germany's telephone system to 
current west German 
standards by 1997. 

The n umber of hoes between 
the two parts cf Germany will 
have risen from Just over 200 
at the beginning of the year to 
just over 5,000 by the end, and 
the number of telephone 
connections in east Germany 
will have risen by 100,000 to 
L9m. 

Telekom has also raised its 
monopoly on voice traffic (data 
is already liberalised) where it 
is within two months, 

to a company's demand 
for a connection with 


the east German network. 

About 30 licences for private 
satellite links into east 
Germany have already been 
granted and four are already 
functioning. They are provided 
by three German companies - 
ANT, Scientific Consulting and 
Mecom - and by British 
Aerospace. 

This waiving of the voice 
monopoly is supposed to last 
only three years to help deal 
with the bottle-neck in east 
Germany but may be extended. 

Next year alone Telekom is 
planning to invest DM&5bn in 
east Germany, rising to a total 
of DM55bn over seven years. 
Mr Joachim KrSscke, finance 
director of Telekom. Is today in 
London for talks with 
investors over the DMTObn. out 
of a grand total of DM200bn 
over seven years, that Telek om 
plans to raise from the capital 
markets. 
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^Interest rates warning to Spanish business 


"|By Tom Bums in Madrid 

SPAIN’S businessmen were 
^.warned yesterday to brace 
themselves for a continued 
..period of high interest rates. 
,B Mr Pedro Perez, Secretary of 
State for the Economy, also 
Gsaid the peseta would remain 
for the foreseeable future in 
Fthe upper band cf the exchange 
rate mechanism of the Euro- 
pean monetary system. 

Deferring the government's 
□restrictive monetary policies, 
Mr Perez said his department’s 
flgtq indicated that the econ- 
amy was “cooling” as intended, 
“since the increase in domestic 
Consumption was now down to 
Nearly 4 per cent against an 8 
“aer cent growth rate midway 
through last year. 

The policies would not be 
reviewed, be said, until there 
rere dear signs that the 7 per 
rent inflation had fallen. 

Addressing the Business in 
Spain conference Mr Perez 
'orecast that Spain's gross 
iomestic product would con- 
inue to grow above the OECD 
average next year and in 1992, 
ind that the growth would be 
ligber than the increase of the 
public sector expenditure and 



CONFERENCE 

BUSINESS WITH 
SPAIN; STRATEGIES 
FOR DEVELOPING 
COMPETITIVENESS 

of the budget deficit 
The cautious government 
cost controls announced by Mr 
Perez, however, contrasted 
with what he termed the 
“inconsistent performance" of 
other economic indicators. 
Unit labour costs hi Spain had 
risen, he said, by 12i3 per cent 
in the past two years and profit 
margins, in relation to produc- 
tion units, had shown an 
“equally important advance.” 

Increased costs and restric- 
tive government policies 
formed the background to the 
conference discussions on 


strategies for developing com- 
petitors. Mr Perez came under 
fire from the floor for the 
administration's failure to 
develop basic infrastructures, 
from transport and communi- 
cations to education and voca- 
tional training, that would 
raise the competitive level of 
Spanish society. 

Other constraints on Spain's 
corporate growth emerged in a 
discussion on whether the 
Spanish stock markets were 
playing a role in financing 
domestic business. Mr Pedro 
Guerrero, i-haii-man of the gov- 
erning body of the Madrid 
Stock Exchange, said only 90 of 
Spain’s top 500 companies were 
quoted on tba domestic mar- 
ket 

The biggest disincentive to 
family-owned companies, who 
might consider a listing in 
order to raise capital and 
pTpapri their hidBBB i was the 
punitive tax measures that 
such a development would 
involve. 

Addressing alternative meth- 
ods of financing growth, Mr 
Timothy Davis, country man- 
ager of Chase Manhattan's 


Spanish subsidiary, said cross- 
border activity was the key to 
future profitability. Be said, 
however, that Spanish compa- 
nies were at a “clear competi- 
tive disadvantage” with their 
European and global rivals 
because of the “application of 
distorting financial controls”, 
snch as a current 30 per cent 
non-interest-bearing prior 
deposit for foreign loans. 

Disagreements emerged in a 
discussion on the electrical 
utilities in which Mr Fernando 
de Ybarra, chairman of Sevil- 
lana. a large private supplier, 
complained of overhearing gov- 
ernment intervention on pric- 
ing and investment, whereas 
Mr Feliciano Foster, chairman 
of the state-controlled utility 
Fiiutesa. urged greater regula- 
tion and a government-pro- 
moted rationalisation of the 
sector in order to raise its com- 
petitive level. 

Contrasting views in the 
banking sector were also 
expressed by Ur Emilio 
Ybarra, chairman of Banco Bil- 
bao Vizcaya, Spain's largest 
hanking group, and Mr Arturo 
Romani, Chief executive of Car- 


C DC wants to raise your interest 
The interest that comes with a good return on 
long term commitments in developing countries. 

And an interest in the management of a ✓ — 

wide range of exciting new projects. f / 

Last year our skills in financing and V'' — 


co-investing produced total new investments of 
£150jn. around 4,500 new permanent jobs and 
foreign exchange for host countries. 

> V-“t R you want an interest in development 

v j( 1 overseas, we would like you to contact 
'v i GDC now. 
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potation industrial, the hold- 
ing company of Banesto, the 
third-ranked domestic 

Mr Ybarra stressed that 
Spain’s banking institutions 
ought to concentrate on cover- 
ing their home market and 
o nly cautiously approach for- 
eign expansion. “Big corporate 
business, within the frame- 
work of the EC.” Mr Ybarra 
said, “is dominated by some 15 
European banks that do not 
require much more than one 
office per country in order to 
operate.” 

Mr Romani said Banesto's 
decision to create a holding for 
its industrial assets marked 
out a course along which Span- 
ish companies could gate econ- 
omies cf scale and so meet the 
challenges of single-market 
Europe. 

Other speakers at yester- 
day's conference were Mr Mar- 
iano Rubio, governor of the 
Bank of Spain, Mr Jose Garda 
Hermoso, deputy chairman of 
the Stock Commis- 

sion, and Mr Juan Fernandez- 
Layos, president of Mapfre 
Vida, Spam’s leading life insur- 
ance company. 


Turkish 
miners seek 
876% pay rise 

A PLANNED strike by nearly 
50,000 Turkish miners 
demanding a pay rise of 
almost 900 per cent will cot 
national coal output by almost 
one-third, union officials said 
yesterday, Reuter reports from 
Ankara. 

“There is a huge gap 
between our wage increase 
demands and employers' 
offers. It is not possible to 
reach an agreement,” said Mr 
Mehmet Tezer, chairman of 
the Ankara branch of 
Genel Maden-Is, the miners 
union. 

Be said Maden-Is wanted an 
876 per cent Increase over the 
present minimum daily wage 
of 8,705 lira (£1.63) for 48£00 
miners at the Zongoldak m<n ° 
on the Black Sea coast 

The state- run Turkish Coal 
Board (TTK) has offered 17,000 
lira a day, a rise of 95 per cent 

The strike, doe to start on 
November 30, will slash Turk- 
ish coal production by 82 per 
cent, said Mr Tezer. 


Soviet food crisis 
begins to bite 


EVERYBODY knows Soviet 
food shops are virtually empty 
and that foreign governments 
are considering emergency 
food aid. But as starvation 
beckons, how do Muscovites 
manage to survive? 

The answer - in thereat erf 
the Soviet Union as well as 
Moscow - is that people queue 
for hours to buy what little 
there is. They also use the 
black market, buy food at their 
office or fectory canteens and 
accept a monotonous diet 

This was always the way in 
the Soviet Union. But now, 
with even basic supplies diffi- 
cult to come by, people are 
hoarding food in the behef that 
there may be nothing tomor- 
row, th us malting the aWnatitm 
worse. 

Mr Alexander Sokolov, the 
director of Gastronom No 60 in 
central Moscow, one of the bet- 
ter-stocked shops, says: “Every 
titna one of onr leaders or an 
economist appears on televi- 
sion and says things will get 
worse, people panic and throw 
themselves on to whatever 
they can buy." 

His shop offers several items, 
from imported Teachers 
whisky at RbsSO a bottle, to 
potatoes at 4flkopeck8 a kilo. 
But the assortment is so 
erratic that people -usually 
have to visit- more than one - 
shop to get the ingredients for 
a hagic meaL 

Gastronom No 50, for 
j-ngtawno, may happen on a par- 
ticular day to have sweats - 
now rare - but no vegetables. 

Even butter, eggs, and mflk 
are no longer in regular sup- 
ply; when they do surface, peo- 
ple may have to queue for 
between 40 minutes to three 
hours, until stocks run out. 

When a consignment of 
bananas hit town last week- 
end, shoppers bought as many 
kilos as they could carry. And 
only people with so-called “vis- 
iting cards", proving they are 
residents of the Moscow area, 
can use the capital’s shops. 

City authorities would now 
like to introduce rationing but 
are not sure they can guaran- 
tee even minimum supplies. 
The situation is far worse in 
isolated settlements, which 
may have only one shop with 
two or three items in it 

The mate victims of the 
increased hardship are Soviet 
women because most husbands 


Polish poll 
candidate 

fa 

prosecution 

By Christopher BoMnsU 
In Warsaw 

THE dark horse in Poland's 

presidential race, Mr Stanislaw 

TymiitskL fafedngproseCutkm 


msxsMsl 
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don't like queueing. “I have 
three children to teed* includ- 
ing a husban d,” J oked Lud- 
milla, a radio journalist. 

Shops even have plentmu 
supplies sometimes - b ut only 
cf goods which nobody wants 
to buy. Shelf after shelf in Gas- 
tronom NoJSO is filled this 
week with boxes of imported 
Turkish tea, but nobody Is 
touching tiie 

“Even in our crisis, people 
aren’t buying the tea because 
it has no taste. The guvum- 

^Sp^bSt^iS^houW 1 try 
drinking it,” explained 
Natasha, a secretary. 

In another comer of the 

Leyte Boulton explains 
how Muscovites are 
surviving the 
food shortage 

shop, a saleswoman with a 
vacant look site by a couple of 
boxes of unwrapped, semi-fro- 
zen Siberian Kit even 

Hl< n » }Hii piMiq lhimhmiiiM. 

pected appearance of dacent- 
looking fish is the tact that 
nobody is buying it. Why? 
“First, because- ft to expensive 
at RbelOSfiakSoand secondly, 
becaosd-^most people- -don’t 
knowhow tosatt it," acc or ding 
to on e f»hp p ftg yte tanfc- 

III ustrating the completely 
unpredictable nature trf the 
central supply system. Food 
Store NdlQ with “ rank* and 
“meat” painted on its windows, 
contains nothing but dirty Jss 
of stewed fruit. It is dosed — 
without explanation. 

Apart from office canteens , 
another source of food for 
Soviet shoppers is fee ubiqui- 
tous blade market Shop assis- 
tants set aside scarce goods for 
acquaintances Who will pay 
the right price. Eatdup pen- 
sioners or well-heeled .sharks 
buy up goods in abort supply 
at relatively cheap st ateafag pe 
and sell them off at a profit. 

Mr Sokolov, who runs Gea- 
tronom No.50, is sceptical of 
President Gorbachev’s promise 
of a law and order campaign to 
improve distribution. ■ 

“Of course I observe the law. 
But we - need to change the 
problem and create a market," 
he exclaimed. “We need to con- 
duct a referendum and then 
introduce market prices. 


neat Sunday's ejection. How- 
ever, Mr Lech Walesa is. soil 
favourite to win. 

Mr MaiowiecM is trailing Mr 
Walesa in the poSs, bat the 
prime ministar's chancre ire 
HkeSy to improve should there 
be a second oaRot. That will be 
ne cessar y — w ith only flte two 
front-runners taking pert •-* if 
no one wins fid per cant of the 
vote in the. first roend. 

Mr Tyminatf, who left 
Poland 2k years ago was com- 
pletely unknown only a lew 
weeks ago. He has non a suc- 
cessful cam p aign criticising 
the government's IMF-ap- 
proved economic pohefes, 
warning that Potend Js befog 
subjected to “foreign economic 
aggreasSon.* ■- - 

He haa a computer la n u a euy 
in Canada, mat forth® boat, 
nesses. incZadfnga cable Meri- 
den network in Pent Be vat 
nes Us business assets at some 
$Sbl 

The polls show him com- 
manding nearly 20 per rant of 
the vote In KWce m Monday 
he tow 2JBOO people to* xady 
- as large a crowd as had 
come to see Mr Wen two 
weeks bribes, 

Mr Tymimkf, Mflad 

as an indepcndflnr xsndidste, 
has appealed to prate dtefflu- 
sfaroed with Solidarity, who 
admire Ida personal success 
and who hope he wffl .be side 
to repeat it on a national scale. 
• Cbsfrnfnera atXTct Boiaadfr 
70 pSbr Staged a one-day strike 
yesterday fa pursuit erf pay 
increase* befog resisted by the 
government Originally 40 pits 
had cafied for a strike. ' 
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By Law? .Silber In Belgrade 


NATIONALIST parties are 
teadnuE in, mulfe-party elections 
in the cartral YugodaT repub- ' 
lie of -Bosnia*Eercegovi3ia, 
accortttug to results based on 
® . per cart <tf flJ® vote. . 

More Qian 2m voters over- 
wbehningly divided along eth- 
nic lines in last Ssndays elec- 
tions to the republic’s 
parhamentand presidfiacy. 

The early results indicate 
that tensions between Bosnia's 
Moslems, Serbians and Cro- 
atians have undermined sup-, 
port for Yugoslav-orientated 
parties, the ruling Communists 
and the League of 'Reform 
Forces, the party led by Dir 
Ante Markovic, the prfw»«» min. 
ister. . ,.-... ■ . ' 

Narrower, ethnic-based par- 
ties have taken all seven seats - 
on Bosnia’s collective presi- 
dency; final results tor the par- 
liament . have yet to be 
declared. Moslems, who make 
up 40 per cent of Bosnia’s pop- 
ulation of 4dm rallied to the 
Party for Democratic Action 


dnd elected Mr Allja Izetbe- 
. its loader, to the presi- 


Serbs - 30 per cent of the 
population swung their sup. 
port behind the Serbian Demo- 
cratic party, which threatens 
to set op a. parallel government 
in 'Bosnia, if the Moslems put 
the Seths’ flutr egched rights in 


The poor showing by the 
Communists and the League Is 
a blow to Mr M&fcovfc,’ whose 
economic reforms have been 
regu larly stymied by the 
republics. A second round of 
voting takes place on Sunday 
in Bosnia-Bercegovtoa and in 
Macedonia. 

Reformed co mmunis ts and 
Mr Markovic’s party took four 
art of 11 confirmed seats In 
elections held on November 1L 
The two parties wfU face a 
challenge from the Party for 
Democratic Prosperity repre- 
senting Macedonia’s Albanian 
minority, which took five of 
the 120 -parBamentary seats. 


Efta comes closer to setting out its European stall 

David Buchan and Robert Taylor preview talks with the EC on the establishment of a broader market 


T HE logjam in the negoti- 
ations between the 
European Comm unity 
and the European Free Trade 
Association on the creation of 
a 19-nation European Eco- 
nomic Area, like those on the 
Finnish lakes in the early 
spring, is moving, though it 
has not yet broken up. Today 
and tomorrow the two sides 
meet in Brussels in the hope of 


Negotiators do not expect to 
see a big breakthrough this 
week but the gloomy atmo- 
sphere of their last session in 
October has certainly cleared 
away. To everyone’s surprise 
and a few people’s horror, the 
EC- Eft a negotiations to extend 
as much as possible of the 
Community’s single market 
freedoms of capital, goods and 
services to the EEA is back on 
track. 

Ministers from both sides 
can expect to find themselves 
much closer when they meet 
on December 4. Efta officials 
hope agreement can be reached 
on the EEA by the end of next 
June at the latest so the EEA 
can be ratified by Efta member 
parliaments before coming into 
force cm January 1 1993 along 
with the EC’s single market. 


A growing number of Efta 
members regard the EEA 
accord as only a stepping stone 
wi their way to applying for 
full EC membership. Austria 
made its application 16 months 
ago, while the Swedish govern- 
ment announced last month 
that it wished to join the EC. 
Finland is less happy about 
such a move for the moment, 
anxious not to divert attention 
from the EEA negotiations or 
weaken their chances of suc- 
cess. 

The big change has come in 
Norway. The new Labour 
minority government under 
Mrs Gro Harlem Brundtland 
which came into office a fort- 
night ago after the downfall of 
the centre-right coalition does 
not intend to make any quick 
application for EC membership 
but it has already announced 
that it is ready, in order to join 
the EEA, to repeal Norway’s 
so-called concessionary laws 
that safeguard the country’s 
industry, fisheries and finan- 
cial institutions from foreign 
ownership. 

The last government - un- 
der pressure from the anti-EC 
Centre Party - bad drawn up 
a formidable list of exemptions 
it wanted for Norwegian inter- 



ests to be protected in the EEA 
which were unacceptable to 
Brussels. The Centre Party 
brought down the coalition to 
which it belonged because it 
opposed any weakening of its 
tough negotiating stance on 
the exemptions, only to find it 
allowed into power a Labour 
government willing to be much 
more flexible in the talks. 


The change in Oslo has 
enabled the Efta side, which in 
these negotiations includes the 
principality of Liechtenstein, 
to shift its position towards 
that of the EC. 

As a result, Efta is now 
ready to drop any demands for 
permanent exemptions and ask 
instead for transition periods 
during which sensitive areas 


such as finance, forming and 
forestry can adjust to EC or 
EEA open ownership rules 
with temporary safeguard 
clauses. The arrival of Mrs 
Brundtland this week will be 
reflected in the Efta negotia- 
ting stance on this question 
which threatened to black 
progress. 

The real problems ahead lie 
mainly in wbat kind of deci- 
sion-making and supervisory 
bodies will be needed for tbe 
EEA. The Efta side has indi- 
cated its willingness to estab- 
lish its own separate competi- 
tion body to control state aid 
to companies (which is signifi- 
cant In Austria and Norway) 
and cartels. This could intro- 
duce a significant supra-na- 
tional feature into Efta but the 
practical question re mains of 
deciding which bodyshould 
deal with “mixed cases’* 
(involving EC and Efta compa- 
nies). 

However, EC president Mr 
Jacques Delors and his col- 
leagues are making some 
tough terms on the institu- 
tional question. It has been 
made clear to Efta there can- 
not be joint decision-making. 
What the EC is ready to do is 
allow the Efta side to have a 


say at all stages of the early 
process of elaborating future 
EC legislation. 

The Efta side fear that even 
if they gain a hearing early on. 
they could be presented with 
unpleasant legislative sur- 
prises as faits accompUs by the 
EC council of ministers and 
the European parliament. 

The EC side is, however, 
willing to allow Efta states to 
participate in the work of the 
various EC committees either 
as permanent or partial mem- 
bers. Considerable progress 
has been made to involve Efta 
with the EC in the socalled 
“flanking areas" of the EEA, 
such as education, research 
and development and the envi- 
ronment. 

A new cloud on the EC-Efta 
horizon is emerging, however. 
The poorer southern EC states 
- Portugal, Spain and Greece 
along with Ireland - want the 
wealthier and more industria- 
lised Efta to create a separate 
financial fund to help them in 
the single market. 

This idea horrifies Mr Delors 
who sees it as a threat to the 
EC’s cohesion. "Are you ready 
to sell the Community’s soul 
for a plate of lentils?" be asked 
EC ministers last week. 


Honecker book claims he fell 


victim to ‘a vast manoeuvre’ 


By David Marsh in Bonn 


IN a bad to explain his downfall 
last year, Mr .Erich Honecker, 
the former East German 
leader, has turned . to that 
favourite resort through , the 
ages of deposed monarchs, dis- 
missed football managers and 
downtrodden tyrants: the con- 
spiracy theory. 

Mr Honecker, 78, living now 
as a near-penniless pensioner 
in a Soviet mflttary hospifaL- 
says in a spoavto^e^ubBshed 
book that be was; the victim of 
“a vast mamxnme, where the. 
people jinTHhg - the strings .are 
keeping still in the back- 
ground". 

In the hook;.ha8ed m recent 
interviews " with the former 
party leader, Mr Honecker 
heaps criticism :on Mr Egan 
Krenz, his shmtiBved succes- 
sor, whbtook oyer the reins in 
Eaat Germany for . six weeks 
last autumn, ... 

Mr iHcmecjker asks in . an - 
injured tone . why: Mr Krenz 
- whp. for six .years was 

. tnr tym* 

in thpJSast Gfxman 

Txiew^gjngjbe sngtg 
judicial fovestig q g p u g another 
forme? East German party 
bosses. 







Kririi ffpiwripw- Fo Ji tfl mr o moves were “conspiratorial’’ 


“conspirato- 


Showing .the same detach- 
ment from rekfity which, char- 
acterised hfe laTyears as party 
leader^MrHpgqerimr saysojjpo- 
eition to MsTBfea-caMgJrt ism 
completrfy hy snrpriseL The 
moves agajnst him within tbe 


Politburo were 
. rial*. 

hi the manner of countless 
managing directors dispos- 
sessed by machinati ons an the 
Jxard ot directors, the former 
.-vfosder-.pDotesta^that.|Cc- Kcenz 
and Mr Erich Jkfielke,.the fbr- 
^mei; secret JtoflCP duet; played 
out "a. disgraceful game behind 
iny hack.” 

Mr Honecker adds to the 
impression of utter witlessness 
by declaring he was astonished 
when Politburo members 
applauded upon his announce- 
-meat of his resignation in 
October 1989. “They all 
clapped .... That had never 


happened before in the Polit- 
buro." 

Mr Honecker declares that 
he knew nothing of Mr 
MMke’s countrywide network 
of nearly 200,000 secret police 
employees, expostulating that 
he thought the number- was 
more like 35,000. . 

Somewhat in the manner of 
the Bourbon kings who forgot 
nnthfwg and learned nothing, 
Mr Honecker says he was inno- 
cent of charges of manipulat- 
ing elections. He tamed later- 
unearthed evidence of electoral 
fraud “a riddle . . . For me, elec- 
toral manipulation is some- 
thing terrible.” 


Bruton to head Irish opposition party 

By IO®can Cooke in Dublin . 


MR JOHN -BRITTON has bean 
elected leader of Fine Gari, the 

mafo opposition party In toe 
Irish parliament. He replaces 
Mr Aiqn Dukes, forced to 


following Fine Gael’s poor per- 
formance m the rocent presi- 
dential election. 

A fanner, economist and bar- 
rister, Mr Bruhm, 43, is known 


as both, a conservative and. a 
radic al an d has ha d experience 
in virtually every government 
department.': 

Mr Bruton feces the tough 
task of reviving Fine Gam’s 
fla g gin g ftirtmiBB and present- 
ing the party as a. viable alter- 
native to the government led 
by Mr .Charles Hanghey the 
Irish, prime inhnstar, his 


Raima Fail party. In bis first 
speech as party leader, he said 
there would be a thorough 
reorganisation of Fine GaeL Mr 
Bruton also promised early 
action on several issues, 
indndHag bringing in divorce 
laws and re-examining articles 
in the constitution which lay 
claim to Northern Ireland. 



The Hmky Active MBkfethe crame de b creme 
of management courses, offering a perfect balance 
between theory and practice, flighty fladbfeand 

innovalfvE, ft combines college and home-based scidj; 
with practical project wwk bi an oiganisatioa 

Tte course is based anwnda one-year academic 
computed 
modules and two 



Achievers Aren’t Made Soleev 
. In The Classroom 
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Thinking of Eastern Europe? 

Poland, Caechoslovalda, Ukraine, Russia, Hungary? 

We supply Word Processing and DTP computers 
displaying East European characters on screen. 

Also covered: Arabic . Armenian , Farsi, Kataknna, Thai etc. 
Dot Matrix, InkJet & Laser Printers supported. 

Fall training provided. 


Also bkU^dverta pit**™*®. 

Bamco Ltd.. 71 Avalon RdL, London W13 ORB 
TbL & Fax: 081-997 2187 
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Spanish church leaders denounce condom campaign 


By Peter Bruce in Madrid 


A STRANGE alliance of 
hooligans, priests and house- 
wives has emerged In Spain in 
response to a surprisingly 


frank $8m government cam- 
paign on radio 


and television 

and in newspapers to encour- 
age teenagers to use condoms. 

On Monday Cardinal Angel 
Soqnia, head of the Spanish 
Bishops' Conference, 
denounced the campaign in 
the fiercest attack by the Cath- 
olic Church in eight years of 
Socialist government 


Not long afterwards fascist 
thugs ran around one of the 
great centres of Castlllian 
Catholicism, Valladolid, 
smashing all but two of the 47 
telephone kiosks carrying the 
campaign slogan: “Pontelo, 
Pouselo’" (“Put it on. put it on 
him"). 

In Madrid today a gram of 
mothers plans to launch a 
legal campaign to stop the 
condom advertisements, citing 
infringements against laws 
protecting the family and pri- 


vacy, the Spanish constitution 
and the European convention 
on human rights. 

The condom campaign is 
further evidence that outside 
its colourful religious rituals, 
Spain is no longer a Catholic 
stronghold. Despite the fascist 
attacks In Valladolid, not even 
the main right-wing political 
party, tiie Partido Popular, has 
dared oppose the campaign for 
fear of alienating voters. Last 
year only 39 per cent of tax- 
payers elected to allow 0.5 per 


cent of their dues to be paid to 
the Catholic rhnrrVi 
The country does, however, 
have growing AIDS and abor- 
tion problems. One in four 
pregnancies now ends in abor- 
tion (in Spain or abroad, 
mainly in London}- There were 
135,000 abortions performed in 
1989, 105,000 of them IllegaL 
Worse, Spain now has 
Europe's third largest number 
of AIDS suffer- 
ers - 6,210 - with between 
800 and 900 new cases being 


diagnosed every quarter. That 
is double the rate reported in 
1988. 

Nevertheless Cardinal So quia, 
who has fought and lost a 
string of battles with the 
Socialists, mainly over reli- 
gions education and abortion, 
accused them of “abusing their 
power” by ‘imposing a lay cul- 
ture” bereft of values, on the 
country. The Vatican has also 
expressed its horror at the 
campaign and asked pharma- 
cists not to sell condoms. 



In 1958 he came out of the shadows and into the international spotlight by 


changing his name Securicor Express did the same on November 5th 1990. 


There was only one way Harry Webb was ever 
going to become Britain’s answer to Elvis, and that 
was as Cliff Richard. 

Now Britain’s largest privately owned overnight 
parcel carrier is following this fine example to launch 
a major expansion into Europe and the rest of the 
world. 

On 5th November Securicor Express became 
Securicor Omega Express. 

Bat it’s not just the name that’s changing. 

We’re making the whole operation as easy to use 
as the name is to pronounce (Omega is Omega whether 
you're in Gwent or Ghent). 

The almost endless choice of services has been 
organised into easy to understand groups. And they’re 
all available through one central telephone link, 
Omegaline, which costs no more than a local call. 


Unlike any other carrier, we monitor domestic 
shipments with the most advanced computerised 
System in the industry. Called Signline, it's unique to 
Securicor Omega Express. 

As we look to the future we can also delve into 
the past. 

Having delivered all manner of documents, 
packages and parcels over the last twenty-five years, 
we know this business inside out. 

And we can put this knowledge to good use. 

Our advice can help you plan your distributions 
for up to two years in advance, allowing you to manage 
your expenditure more efficiently so you have greater 
control over your cash-flow and budgeting. 

We plan to set up national operations ali over 
Europe within five years and in every corner of the 
world by the end of the 1990s, with an international 


network linking them all together. 

Delivering reliability, dependability and profes- 
sionalism to the whole world may seem ambitious, but 
all we need to carry it off is a little time. 

And ali you need to take advantage is the one 
telephone number, 0345 20 0345. 
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THE MIDDLE EAST 


Saddam tells deputies to 
free all German hostages 


The centre-ground gets hotter for Hussein 

Jordan’s king is finding no joy in neutral stance on Gulf crisis, writes Tony Walker 


By Vidor Mallet, Middle East Correspondent 


K ING HUSSEIN of Jor- 
dan this week was 
again sounding more 
like a radical prophet of doom 
than the pro-western darling of 
the US and Britain that he 
mice was. 

The king accused the west 
and the US in particular of 
“double standards” over the 
Palestine and Golf questions, 
and observed that “their real 
goals stem Grom their desire to 
control our destiny and the 
Arab nation’s resources”. 

The US showed Its displea- 
sure when it told the Jorda- 
nian fflonfli pr-h th»t- a meeting 
tie had requested with US Pres- 
ident George Bosh in Paris this 
week would be postponed to a 
an unspecified date. So it is 

that once close ties between 
Washington and Amman con- 
tinue their bumpy ride. 

For tiny, vulnerable, 
resource-poor Jordan costs are 
increasing of its generally pro- 
Iraqi stand - a stand that has 
profoundly disappointed its 
western friends, no less than it 
has delighted the majority of 
its subjects. 

The king’s use of the open- 
ing of parliament at the week- 
end to deliver another attack 
on what he regards as western 
double-dealing suggests that he 
still feels the need to play to 
the local gallery, hut at the 
time there are signs that 
Jordan has been edging 
towards a more neutral posi- 
tion. 

Economic pressures and a 
sense in Jordan that it is in 
danger of becoming danger- 
ously isolated - neighbouring 
Saudi Arabia balked recently 


PRESIDENT Saddam Hussein 
of Iraq, in a further attempt to 
divide the international com- 
munity, yesterday called on 
Iraq’s subservient National 
Assembly to release all Ger- 
man hostages held since the 
Iraqi invasion of Kuwait in 
August. 

At the same time, the assem- 
bly passed a law mandating 
the death penalty for anyone 
hoarding grain, and providing 
for a gove rnment monopoly of 
the cereals trade and bans on 
private sales by fanners or 
merchants. 

Baghdad Radio quoted Mr 
Saddam as urging the Assem- 
bly to release the ISO or so 
remaining Germans - 44 of 
them held as “human shields” 
at strategic sites - because 
Chancellor Helmut Kohl had 
called for a peaceful solution to 
the Gulf crisis when he met 
President George Bush. 

“Records of Arab history 
have not registered that Ger- 
many has done anything 
wrong to the Arabs.” the letter 
said, adding that statements by 
Mr Kohl and former West Ger- 
man Chancellor Mr Willy 
Brandt bad revived hopes of 
Iraqi-German friendship. It was 
not immediately clear when 
the Germans would he freed. 

Mr Saddam's call received a 
universal welcome in Bonn. 
Coming just 12 days ahead of 
the German general election on 
December 2, it seems likely to 
give a further modest political 



Saddam: boost for Kohl 


boost for Mr KohL 

Mr Hans-Dietrlch Genscher, 
the foreign minister, said in 
Paris he hoped it was a prelude 
to freeing all hostages from 
other nations. He denied that it 
was an attempt by Mr Saddam 
to drive a wedge between mem- 
bers of the anti-Iraq alliance. 

Iraq has already released all 
French hostages following 
mediation by the Palestine Lib- 
eration Organisation, one of 
Iraq’s allies. 

In Amsterdam yesterday, 
two Dutch dredging companies 
said Iraq would release 215 for- 


eign dredging workers, includ- 
ing 105 Dutch nationals, by the 
middle of next month. 

In Baghdad, a delegation of 
Swiss politicians seeking the 
release of 24 Swiss citizens and 
a number of other foreigners 
working for Swiss companies 
said Mr Saddam had promised 
to free some of them. 

Three Canadian parliamen- 
tarians were also in Iraq yes- 
terday for talks with Iraqi offi- 
cials aimed at securing the 
release of 45 Canadians. 

Turkey, an important mem- 
ber of the anti-Iraq alliance, 
win not restrict the flow of the 
Euphrates or the Tigris to put 
pressure on Iraq, according to 
the Turkish ambassador in 
Washington, quoted by the 
Anatolian News Agency. 

As the US sought to gather 
support for a UN resolution 
authorising the use of force to 
drive Iraq out of Kuwait, advo- 
cates of a negotiated settle- 
ment continued to seek other 
ways of ending the crisis. 

King Hassan of Morocco, 
whose call for a full-scale Arab 
summit fell on deaf ears, 
suggested yesterday that there 
could be a smaller meeting 
between Iraq and its Arab 
opponents as a first step. 

Mr Alexander Belonogov, 
Soviet deputy foreign minister, 
told Pravda newspaper that the 
door should not be closed to a 
dialogue with Iraq “although 
we firmly disagree with its 
actions”. 


Successive border incursions in which two 
Israeli soldiers were killed and the perceived 
mounting strength of Islamic fundamental- 
ists have provoked loud expressions of dis- 
quiet about the situation in Jordan by Israeli 
politicians and military officers, Hugh 
Carnegy writes from Jerusalem. 

Mr Yitzhak Shamir* the prime minister, 
hag spoken this week, of his concern over 
what he called “Islamic hysteria” in Jordan. 
Senior officials have speculated that King 
Hussein appears increasingly vulnerable and . 
may not be able to survive the Gulf cris is. 

An immediate worry is of increased Incur- 
sions like the two this month along the nor- 
mally quiet Jordanian border, which the 
Israeli military regards as a test of the con- 


tool exercised by die Jordanian aut horities 
over radical Palestinian and Islamic group s. 

The longer-term worry Is of widespread 
fat Jordan, which foams a land 
bridge between Israel and Iraq and where 
popular support for President S addam Hus- 
sein is strong. Israel has sent discreet mes- 
sages to King Hussein during the Gulf crisis 
to a aa me Win that Israel wants to 
see him maintain his hold. 

However, the fr e quen t public expressions 
of doubt In his ability to do so — es p e ci a lly 
from Tsra *U government ministe rs wh o 
openly say they want to see Joatont faun a 
Palestinian state — tend only to fuel Jorda- 
nian and Palestinian suspicions about 
Israel's true motives. . ; 


before allowing King Hussein’s 
plane to cross its airspace on 
the way to Oman - are having 
an effect 

Jordan’s decision late in 
October to ban the shipment of 
all goods, including food and 
pharmaceuticals to Iraq and 
Kuwait, was meant as a clear 
signal to the international 
community that it was tot*»r*t 
on enforcing UN sanctions 
against Iraq. 

That action, among others, 
was rewarded with a favoura- 
ble recommendation from a 
special UN envoy, who visited 
Jordan in October, on the need 
for immediate financial assis- 
tance to help the Jordanians 
cope with an economic crisis 
that becomes more acute by 
the day. 

Other recent indications of a 
slight shift in the Jordanian 
position include the statement 
earlier this month of Crown 
Prince Hassan - the king's 
brother heir to the throne 
- In which he said that a 


purely “Arab solution" to the 
Gulf crisis was no longer possi- 
ble. 

Previously. King H u ssein 
had insisted that the only way 
to resolve the issue was 
through Arab mediation. Now, 
Jordan is acknowledging the 
need for international involve- 
ment In its resolution. 


that about 200.000 Jordanian 
passport ho lde r s have retu r ned 
gjn ra the crisis erupted — have 


W estern officials in 
Amman say that the 
king has been fairly 
successful in “putting some 
daylight” between himself and 
Iraq since the seizure of 
Kuwait on August 2. As one 
observed: “The most vehe- 
mently pro-Saddam elements 
haven’t realised how far he has 
gone.” 

In this move towards a mare 
acceptable position, as for as 
tiie west is concerned, the king 
has been helped to a degree by 
a slight in mood in Jor- 
dan ftsg| f- Jordanians return- 
ing freon Kuwait in their tears 
erf thousands - it is estimated 


about tire invasion. 

At the same time few Jcatia- 
tiwm have escaped the 

ftrvqwrial consequences of the 
crisis one way or another. 
Remittances from Kuwait have 
stopped; unemployment, 
already high, is on the rise and 
may reach 40 per cent by early 
next year; very few tourists 
visit Jordan these days; con- 
struction activity is down by 
half; industry is likely to tsUm 
to a crawl by the end of the 
yean and, perhaps worst erf 
an, funds from wealthy Gulf 
be ne fac t or s have all but dried 


Jordanian officia l s complain 
that the west has been 
extremely parsimonious ta pro- 
viding assistance and they 
blame the US for showing m 
displeasure with Jordan by 
blocking the disbursement of 
aid. The only assistance thus 
for h™ come from Germany 
with an additional amount 
pledged by J a p a n . 

These of fi cia te say, and there 
Is no reason to disbelieve them, 

that unless Jordan receives 
substantial assistance by next 
year it wJU find itself in a 
really parlous condition with 
feedstocks running down and 
items such as medicines la 
short supply. 

Whil e th ere may be some 

mnfpn fl'jjjchrn tn Tt rim f w of 

the man roost immediately 
reeponsflate for Jordan's plight, 
namely Iraq’s President Sad- 
dam Hussein. there Is certainly 
no sign of this in the local 
press which continues to be 
steadfast in its support of Iraq 
and to give no space to oppos- 
ing vfewpdbcds: 

A prominent Palestinian who 
has tried to argue for a more 
n an tad stand on the crisis said ■ 
that be bad been subjected to 
“ fo teflect aal terrorism”. For 

of behw’toQ t*lective'\ 0Ca88d 


The situation would be even 
more disastrous IT Jordan was 
obliged to pay its debts, but it 
hag. Hire other s Hct directly 
affected by the crisis, declared 
a virtual moratorium on repay- 
ments On. its 
$8bn foreign debt. 


similar dflamma. While his 
expressions of understanding 
for the Iraqi position have won 
hhn unprecedented popularity 
in Jordan, there is also a poten- 
tial cost. Jordan’s monarch is 
riding a potentially unruly 
tiger and neithe r he nor any- 
one can predict how the Gulf 
erisfe vffi evolve. 


» Democrats take 


Bush to court over 
; authorising war 
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Concern oyer Human rights 
disappearances ‘often violated 
in Morocco in Iran 5 
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By Lionel Barber In Washington 


A GROUP of 45 House 
Democrats yesterday went to a 
federal court in an effort to 
force President George Bush to 
seek authority from Congress 
before ordering a US military 
offensive to drive Iraqi troops 
out of Kuwait 

The lawsuit’s success 
remains uncertain because the 
constitutional authority on 
war powers is divided between 
the president, as commander- 
in-chief, and Congress and has 
been open to dispute for 200 
years. The courts have been 
reluctant to intervene, arguing 
that such disputes should be 
settled in the political arena. 

Democrat lawmakers led by 
Congressman Ron Dellums of 
California — the nearest thing 
to a “peace party” in Washing- 
ton - have calculated that the 
publicity surrounding to the 
lawsuit will reinforce the mood 
of unease in the country about 
the prospect of an offensive 
war against Iraq. 

A New York Times/CBS poll 
published yesterday contrib- 
uted to the impression that Mr 
Bush has still to convince 
Americans of the reasons not 
only for sending troops to 
Saudi Arabia but also for fight- 
ing a war which may have 
thousands of casualties . 

The national poll of L370 
adults around the US, exclu- 


ding Alaska and Hawaii, 
showed that 51 per cent of 
Americans believed Mr Bush 
has not explained the deploy- 
ment (compared to 34 per cent 
in August); and 48 per cent 
said the administration had 
been too hasty to get US forces 
involved rather than pursue 
diplomatic solutions. 

Seventy-one per cent said 
the US should wait and see 
what Iraq does before attack- 
ing. while only 21 per cent said 
the US should begin military 
operations soon. The poll 
showed that the most favoured 
reason to fight against Presi- 
dent Saddam Hussein was the 
need to prevent him from 
developing nuclear weapons, 
rather than defending Saudi 
Arabia and protecting the 
world's ofl supply. 

In recent days, Mr Bush has 
touched on the nuclear issue in 
an effort to find the elusive 
words which will swing the 
Congress and the public fully 
behind his Golf policy. The 
decisive shift in mood followed 
the surprise announcement 
two weeks ago that the US was 
doubling its forces and provid- 
ing them with an offensive 
option. 

The administration now 
recognises that it blundered by 
not properly preparing the 
public or Congress. 
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By Victor MaOet, Middle 
East Correspondent 
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Kuwaiti army volnnteos at prayer at a training camp in Saudi AraWa. About 7,000 Kuwaiti civilians are undergoing training. 


Five die during Israeli action in Lebanon 


By Hugh Carnegy in Jerusalem 


ISRAELI troops and a group of 
Palestinian guerrillas have 
flnghari in Lebanon dnring an 
operation by Israeli forces 
north of the border “security 
zone” they occupy, amid deep- 
ening concern in Israel over 
developments in Lebanon. 

At least four Palestinians, 
said to be from tire Palestinian 
Struggle Front, and an Israeli 
lieutenant were killed in the 
clash, which took place on 


Monday around the village of 
Ain Atta. lt was the third 
ground operation this month 
launched by Israeli forces 
north of the security zone. 

The Israeli authorities are 
worried about Increased guer- 
rilla activities in southern 
Lebanon by Palestinian and 
I slamic groups following the 
withdrawal from Beirut Into 
the area of three militias, Hiz- 
bollah, Amal and the Druze 


Progressive Socialist Party, 
under President Elias Hrawi’s 
Syrian-backed plan to reunite 
the city. 

Israel has said it will not 
tolerate any threat to control 
over the town erf Jezztue, well 
north of toe security zone, by 
its Christian militia surrogate, 
the South Lebanese Army. 

Meanwhile, the main Chris- 
tian mffitiafai Beirut, the Leb- 
anese Forces, also once allied 


to Israel, failed to withdraw 
from tiie city by a Monday 
night deadline set by President 
Brawl's government Officials 
said be did not rule out toe 
use of force to maim the mili- 
tia withdraw and complete the 
plan for a “Greater Beirut” 
under Lebanese army controL 
The Lebanese Forces are 
worried about toe security of 
Christian fl om in m i H y jfrt 
East Beirut 


AMNESTY International, the 
London-based human rights 
grou p, has ex press ed concern 
about the fide of of 

civilians from southern 
Morocco and the Western 
Sahara who seem to tone dto 
appeared . after being arrested 
fay Moroccan security forces. 

In a report* published today. 
Amnesty says a proposed UN- 
sponsored ceasefire in toe oort- 
fuct between Morocco and toe 
PoUsario Front fallowed by an 
amnest y for p nfiticn l 

flhnnM fnrfnrfe an foqufry into 

all cases o£ “disappearance". 

The crgmds&tioh says ft can- 
not confirm a list of more than 
800 “disappeared” people com*, 
piled by the Saharan Bed Cres- 
cent, but it believes t hat sev- 
eral hundred chdhass arrested 
between 1375 ami 1967 may still 
beheld. 

Morocco took control of tire 
the former Spanish colony Of 
the Western Sahara in 1975. 
Polisario is fighting for foe ter- 
ritory's indepe nd e nc e. 

Amnesty - which also 
accuses Polisa rio of h eading 
and reportedly torturing pris- 
oners without trial - says 
those who ha ve “disap peared* 
in Moroccan government cus- 
tody Include civil servants, 
traders, pastorahsts, house- 
wives and journalists. 

* Morocco: "Disa p pearances* 
of people of Western Saharan 
Origin, Amnesty International, 

1 Easton S4 London WCtX8DJ. 


HUMAN rights., violations an 
fr eq u e n t in Iran and govern- 
ment action to prevent tbsm 
baa been fasaffiriegt, ays « 
United Nations report The 
document was conmfled by Mr 

BeynaMo GaRndo Pohi, a UN 
Human Bights' Canunlssktn 
represe nt ative, after a visit in 
Ocfotmvtts aacsnd fat a year, 
Hb earitar study, published 
in February, was condemned 
fay ton M* 3 ahMmt opposition, 
as “biased In favour of the 
Btanebtiregfane sad ill execu- 
tioners.” Mr Pohl, a Salvado- 
rean, re f ecte d the charge but 
arid to farf at toe time been 
unable to Investiga te fully. 

THE* week’s report said that 
•the shannons quantity and 
variety of allegations and com- 
jdatnts received from very 
diverse aonrere ..[support} toe 
beflef tout human rights vfcdft* 
tions occur frequently in the 
country. But he noted that 
Ira n had started to implement 
recommendations, such as 
allowing the International 
Committee of the Bed Cross to 
visit prisons. 

Reuter adds from Rome: Mr 


GteUo Andreotti, Daly's prime 
minister, will visit Iran, 
though no date has been fixed. 
Italy was toe first Eur ope an 
fimwm wnUv me m ber to restore 
finks with ban since a Febru- 
ary 1989 vote- to withdraw 
senior envoys to protest over a 

death threat on Bcitteh writer 
w i h i M ^ jbridh 


Australian unions accept pay restraint in return for tax cuts 


By Kevin Brown in Sydney 


THE Australian government 
yesterday announced a deal 
with the trade union move- 
ment under which it will 
increase tax cuts in return for 
continued wage restraint 

The deal will help curb infla- 
tion. which is now expected to 
foil below 6 per cent early next 
year, and should improve the 
prospects for a further agree- 
ment with the unions for 
1991-92. 

The pact will cost A$430m 


(£169m) this year, and A$lbn in 
a full year. Mr Pari Keating, 
the Treasurer (finance minis- 
ter) raid most of the lost reve- 
nue this year would be 
financed from windfall gains in 
taxation caused by higher oil 
prices. 

The deal follows an unex- 
pectedly small increase in 
inflation In the September 
quarter, when the consumer 
price Index rose by 0.7 per 
cent, compared with forecasts 


of 1.5 per cent, cutting the 
annual rate from 7.7 per cent 
to 6 per cent 

The September CPI increase 
would have triggered equiva- 
lent pay increases muter the 
the government’s accord with 
the unions, the government’s 
main weapon for restraining 
wages growth and reducing 
i ndus trial unrest 

However, the unexpectedly 
low increase provided a rela- 
tively low cost opportunity for 


the government to offer further 
tax cuts as an alternative to 
higher wages. 

The deal will increase tax 
cuts for workers on the aver- 
age wage of A$575 per week 
from AS7.50 to AJ10.80. equiva- 
lent to a gross increase in 
wages of ASIA Other elements 
of the accord remain 
unchanged, including a flat 
payment of A £12 in mid-1991, 
and increases in pension 
rights. 


Mr Keating said the deal 
would cut aggregate growth to 
wages to 6.25 per cent this 
year, and should push inf lation 
below 6 per cent by next June 
provided oil prices did not con- 
tinue to rise. 

Analysts said inflation was 
expected to rise in the Decem- 
ber quarter as toe effects of oil 
price increases work through, 
but could fall below 6 per cent 
as early as March. 

The revised deal Is subject to 


confirmation by a special con- 
ference of the Australian Coun- 
cil of Trade Unions (ACTU) 
next month, but is unlikely to 
be rejected because of the 
unions’ strong support for the 
accord. 


US sets out tough 
nuclear conditions 


on Pakistan aid 


By Uofwl Barber 


The Confederation of Austra- 
lian Industry, the main 
employer organisation, said 
toe deal provided an opportu- 
nity to mate further inroads 
into Australia’s inflation rate 


African Bank seeks donors as hard times close in 


Some believe replenishment of funds for soft loans should be kept to 50%, reports Tony Hawkins 


T HE Gulf crisis and the prospect 
of world recession in 1991 pro- 
vide a bleak backdrop to cur- 
rent negotiations over donor contribu- 
tions to the African Development 
Bank’s soft loan window, the African 

Development Fond.. 

If oil prices remain above $25 a bar- 
rel into the second half of 1991, the 
continent’s foreign trade wri awe 
into surplus for the first time since 
1985. But because oil Jjre 

centrated in a handful of countries 
the North African producers, AngoK 
Gabon. Nigeria, Cameroon 3°^ 

- at least 40 states, MWjf 
already in dire economic straits, will 

be jSwffll» Hit ten! 

prices and weaker demand for toe£ 
commodity exports; mtey^eh^ 
interest charges on their foreign debt 
while private foreign investment ana 
net aid inflows will stagnate, if not 

Whether this gloomy scenario has 
encouraged donors to loosen their 
puree strings iu their talks with ADB 
officials wifi become dear by the «m 
of the year. The bank is hoping that 
donors will agree to a 75 per cent 








top-up in the sixth replenishment of 
ADF resources, which would mean an 
injection of $4.75bn to its concessional 
lending over the next three years. 

It is easy to make the case for 
greater generosity, since not only is 
toe ADB by far the brightest star 
among Africa's multilateral institu- 
tions — which may not mean much - 

but it has set itself a set of goals with 
which few donors can argue. 

The bank's president. Mr Babacar 
Ndiaye, identified five corporate goals 
for the Institution: easing the debt 
burden, boosting intra-African trade 
(less than 5 per cent of the region’s 
total trade), private sector promotion, 
encouraging increased participation 
of women in development, and halting 
environmental degradation. 


To this list, a sixth goal was added 
in May this year when Mr Ndiaye, 
picking up a theme from the 1989 
World Bank report on sub-Saharan 
Africa, called for economic integra- 
tion - in a continent where economic 
cooperation has a dismal record - as 
a priority for the 1990s. 

indeed, Mr Ndiaye. with an eye on 
political change in southern Africa 
opened a debate that few seem anx- 
ious to pursue - that of prep ar ing for 
the day when South Africa becomes 
the ADB's 52nd member. He is also 
anxious to end the somewhat artifi- 
cial division, commonplace in. World 
Bank and IMF analyses, between the 
sub-Saharan region and North Africa. 

In the last three years, the African 
Development Bank group has lent an 
average of $2.4ba (£l^2bn> a year. 
Roughly two-thirds of this represents 
its non-concessional lending with 
interest rates of 7.4 per cent on 12- to 
20-year loans. ADF credits have more 
than doubled in the last five years 
reaching almost $lbu in 1989. Its loans 
carry interest of only 0.75 per cent 
annually on the disbursed amount 
and are usually repayable over 50 
years with a 19-year grace period. 


Since the find’s establishment in 
1974, agriculture has been toe chief 
beneficiary of its activities, absorbing 
36 per cent of disbursements, followed 
by transport with 21 per cent and 
public utilities with 17 per cent 

Powerful though the case is for a 75 
per cent replenishment of the fund, 
some donors are determined to keep 
the replenishment to a maxim um qT 
50 per cent or even less. 

While accepting that Africa needs 
more resources, they argue that the 
bank group should consolidate. They 
see the five-fold growth In loan 
approvals during the 1980s - up to 
$2.9bn last year - as evidence that 
tbe ADB is trying to do too much too 
quickly. While disbursements have 
grown even faster - up seven-fold 
since 1980 to Sh5bn in 1969 - less 
than half ($&8bn) of toe total loan 
portfolio of $i5.6bn had been dis- 
bursed by the end of last year, raising 
doubts about the absorptive capacity 
of recipients. 

Ilonors are on weaker ground in 
criticising the ADB for “goal prolifera- 
tion" - trying to implement diver* 
gent policies over too broad a front In 
feet Mr Ndiaye's key objectives - 


boosting regional trade, creating via- 
ble economic unions, promoting pri- 
vate enterprise - are closely inte- 
grated, while women in development 
and the environment are objectives 
close to the heart of big donors. 

Despite this, there is, inevitably, 
greater agreement on broad goals 
than an how to get there, and on bow 
mu ch ai d wOl be needed. This is tte 
absorptive capacity argument once 
again, but in a different guise. 

As one donor puts it "We worry 
about tending into a vacuum — sup- 
porting projects that are worthwhile 
in their own right but which come 
short because toe infrastructure sim- 
ply isn't there." 

Infrastructural inadequacy takes 
many forms in Africa - im pag^ fr fe 
roads, obsolete telecommunication 
systems, an acute scarcity erf skiiVc 
especially at technical and 
level and, above all, a tiny, fragile 
private enterprise sector. 

IT the past is any guide, getting the 
donors to pledge the replenishment 
funds may turn out to be the least of 
the ADB’s problems. Slaking the 
fhmis work will be much more diffi- 
cult. 


THE US, which last month 
baited its aid. to FaJtistan after 
unearthing fresh evidence of 
toe country’s efforts to develop 
nuclear weapons, has spelt out 
tough conditions before mili- 
tary and wwtfari'f assistance 

ftIBi T EM'imp 

Mr Robert Oakley, US 
ambassador to Pakistan, has 
told the new government in 
Isl a mab a d that it must prove 
that it does not poeaeaennetear 
components. This goes a step 
further than the earlier US 
requirement that Pakistan 
merely demonstrate that it 
does not possess “a nuclear 


Mr Oakley made public the 
sttffer conditions to a tetter to 
Pakistan’s Nation magazine. 


from a spurt in Pakistan's 
nuclear weapons programme 
during a period ofbigb tension 
earlier this year between 
Pakistan and Tnrifc over the 


^ - lTrinum w 

The Washington Post 
reported yesterday that at a 
plant in Kahnta, roughly 25 
miles from Islamabad, Pakis- 
tan appeared to have resumed 
its enrichment at uran iu m to 
the quality required for 
midear weapons. This activity 
contradicted earlier Pakistani 
assurances that it would be 
stopped. 

At the same time, Pakistan 
took steps which led US 
observers to believe that it. 
might deploy nudear weapons 
on F-ie fighter jets, the Post 
reported. 


These moves so alarmed the 
Bush administration that it 
declined to accept Pakistani 
assurances that it has “no 
• nuclear explosive device” 
- the key canditian for send- 
h>g aid to Pakistan as required 
by an amendment to the For- 
eign Assistance Act 

During the 1980s, when 
Pakistan was a vital conduit 
for aid. to the anti-Soviet 
Afghan rebels, successive 
ad m i n istrations saw these 
'assurances as virtually rou- 
tine. But the withdrawal of 
Soviet hoops from Afghanistan 
coupled with evidence that 
Pakistan has continued to pur* 
sue its nuc lear weapons pro- 
gramme has meant that Wash- 
fogto n no longer was wiStogto 
_ turn a blind eye. 

Congress, too, has urged the 
administration to toughen its 
sta nd before resuming eco- 
nomic and military aid to tally 
roughly $580ul 

Mr Oakley was unus ually 
explicit in his letter to the 
ra g ad aa published this weak. 
The executive and legislative 
branches were agreed that “the 
d efin it i on of possesion. _.ap- 
plies to components of a 
unclear device, not. only to an 
assembled- device**. 

The new Pakistani govers- 
ment has pledged to mata toe 
-country self-reliant and to 
resist compromise, and the 
nuclear weapons row has 
-strained, relations between 
Washington and Islamabad. 
India also argues that its 
un cl e ar programme fe peaceful. 













Hi 


. ? . 

- 5 i 

' [ l \ 



5 


• V: . • - ■. C ; •>» ■ 

' • ; ■ 1., •• 

y ■ » -r- - * .« -- 

y ^ ^ ^ -t/-y ;• . y ^ ^ .-*• 




Hussei, 

* 

A. -?,S: ^T : ’^ . 

it . 

• s* -'-z- 

m * •*-?■ *;-i - 

. ;?*-;•«= 

* 

■ ^5^ • : j-v 

* •- < ... 

% '**■ ^., i :;. v -.^ : ?. 

*** ♦ - .- ‘ 

***,<-. 

_**" ' ’■'*•■1 

“ « r r^\ 

ii*A ±i , ... . • ••'. .0 

<: 

ar*id* - ••' "r •*., 

-i-- ••■«.. 

: w ~. . . • ••:. -■ 


FINANCIAL TIMES WEDNESDAY NOVEMBER 21 1990 


*•**» : : 
'- 3 «. ; 

rn-' " . 

* v -*-- / 

A I * •• ,1 

<**»" . ... 

■fr'f 9 . ..- . 




•••*? , . ,*• 

Human rif 
‘often \ioji 
in Iran’ 

**t %zt*^Tauot 

Vf f. v ^ ..... 

• *•& c 

r -zz c 

vr:-- i. - f. j tt-= . 
t.' *■ » >, . . , ^ 

J ’•■'•* ■*■■"• w!ir 

19 -H, ; 

" s ■'* tiir 
' XI'.-. 

f • “r : Shut. 

«-r ’• i X’t 

".^a 
....,:. . • «• v^, , 

*.,-i ii? : 

. •* •• *> :• -j 

- s 

. ... ; - , • "?r 

' " *■ 7 ’ “i * • 

■ .1 S " , • , - •*b«U 1 

. - *. *h4 • 

. .1 ,.. ; ; — ^ r : 

"••"■■ ^ b 

r - .r ^ 'J 






% lilJl 

conditio 
.istan $ 


Peffl^^IrdWpf^^ou 
rtui^ties i|ai the 
)pea|jj MariehYou 
is \8|ich flktend 




ve 


^V ; v. v' v" 




and domestic r« 
specifically a 
market needs. 


and 

EC 


*ss 


eri 


'i 5 ' v‘ 

.*.«.. .V ' 


.V.V 
i -v* ■■». 


iHHHH/. W IS^ V A- W J- - 

But establishing opera- extend beyond EC borders, you 
tions in foreign countries also can still stay with us. The 
means coping with cross- Zurich is one of the world s 
border insurance issues. leading insurers. We serve all 

Not to worry. The Zurich major industries in some 
Group can now solve these 80 countries. ZURINET, our 
issues through a new pan- computerized worldwide data 
European service concept. network, gives us instant access 
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Through Zurich Inter- to crucial information. 

ay* 


national in the UK, Belgium, 


Even if your interests are 
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France, Germany, Italy and still primarily national, we are 
the Netherlands, a multilocal the ideal partner. The Zurich 
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concept ensures on-site risk Group is backed by capi a 
analysis wherever your opera- investments worth nearly 
tions are located. This inter- £21 billion - just one of the 
nationally coordinated service reasons why all major finan- 
enables you to control, reduce cial analysts regularly give 
and insure your risks... all in us an AAA rating. Another 
English and you won’t even U the commitment to . personal 


have to leave your office ! 


service given by all our 33,000 


This concept, together employees. 

t TTr 


with a full range of products 


UK. Europe. Worldwide. 
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and services, underlines our Wherever you a.re plann g 

obiective to be a professional your future, make it more secure 
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market leader. 

The Zurich Euro- 
policy provides coordi- 

I nated coverage for 

fall your risks in old. 


through Zurich International. 

iro . You can reach us in London, 

i_ Brussels, Paris, Frankfurt, 

ZURICH Milan or Leidschen- 
'N™NApONAL dam/The Hague. 
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Fall in US home starts 
greater than forecast 


By Michael Prawn in Washington 


US HOUSING starts fen mote 
sharply than expected to Octo- 
ber, adding to fears that the US 
economy Is moving rapidly 
into recession. 

After seasonal adjustment, 
starts fen 6 per cent to L«m 
units, the lowest level since 
June 1982. 

The fell followed a revised 
2‘/i per cent decline in Septem- 
ber. Analysts bad been expect- 
ing starts of about 1.08m last 
month. 

Officials said housing starts 
had f all en tor nine successive 
months - the longest stretch 
of poor figures to the index’s 
31-year history. 

The index' is 27 per cent 
down compared with October 
1989. Building permits, the best 
indicator of future construc- 
tion activity, also fell sharply 


last month, to 925,000. This is 
the lowest level since mid-1982. 

Permits have fallen neatly a 
third In the past year. 

A housing recession is well 
established along the 
north-east coast of the US and 


in parts of the south. But yes- 
terday’s figures indicate the 


terday’s figures indicate the 
west coast may also be in trou- 
ble; starts fell 17 per cent to 

286,000 in the region, which is 
dominated by California. This 
compares with 397,000 In Octo- 
ber 1989. 

The Midwest remains the 
most buoyant region, although 
even here starts fell 2‘/a per 
cent last month. 

After months of weakness, 
starts rose in the depressed 
north-east. But officials dis- 
missed this as a statistical 
aberration reflecting the draw- 


Fresh IMF aid over Gulf crisis 


| to apply until end of next year 


By Peter Rkkteil, US Editor 


THE NEW emergency relief 
being offered by the Interna- 
tional Monetary Fund (IMF) to 
assist countries hit by higher 
oil prices and the Gulf crisis 
will apply until the end of next 
year. 

The IMF is to make available 
additional tends “relatively 
quickly." Among the main ben- 
eficiaries will be countries in 
Latin America, Asia and east- 
ern Europe, particularly 
affected by the higher oil 
prices and by the loss of remit- 
tances from workers in Iraq. 

The new commitment, of an 
unspecified total value, is sepa- 
rate from the assistance for tee 
front line states - Egypt, Tur- 
key and Jordan - being organ- 
ised tor the US Treasury, and 
to which Japan, tee European 
Community and Arab states 
have contributed. The three 
front line states will also be 
helped by tee expanded IMF 
assistance. 

The IMF executive board has 
decided to expand and change 
the phasing of existing borrow- 
ing facilities rather than creat- 
ing the special new oil facility, 
as occurred after the two oil 
price shocks of 1973-74 and 
197980. 

The Fund said that “the 
overall situation is manageable 


through the use and adapta- 
tion of eariatlng Instr umen ts 
available to tee IMF. 1 * 

This Is because, tmifoA tee 
two previous oil shocks, many 
more countries now have pro- 
grammes in place with the 
IMF. 

Moreover, the Fund believes 
that tee provision of additional 
finance should be linked to 
existing programmes involving 
improvements to economic per- 
formance. 

In particular, tee executive 
board of the IMF has decided 
to suspend until the end of 
next year the present annual, 
three year and cumulative bor- 
rowing limits for its standby 
facilities. 

These are. respectively, a 
maximum of 90. 270 and 400 
per cent of member quotas or 
subscriptions. 

But the overall upper limit 
of 110. 330 and 440 per cent for 
its extended lending arrange- 
ments respectively will be 
retained. 

Until now the IMF has not 
been able specifically to com- 
pensate for economic shocks 
caused to sharp increases in 
tee price of oil imports. The 
executive board has now 
agreed to introduce until the 
end of 1991 an oil import eie- 


US and EC force 


Japan to delay 
hi-tech plans 


By Stefan Wagstyi in Tokyo 


THE US and EC have forced 
Japan to delay and dilute pro- 
posals for a $lbn (£500m) multi- 
national collaborative research 
programme into Intelligent 
Manufacturing Systems, or 
computer-integrated factory 
automation. 

Arguments over the scheme 
highlight tensions over high- 
techn trade and intellectual 
property rights and especially. 
US and European fears that 
Japanese companies would be 
the main beneficiaries of a Jap- 
anese-led collaborative 
research project In Tokyo yes- 
terday, the three trade part- 
ners signalled agreement to 
principle to a joint research 
project Countries grouped to 
the European Free Trade Area 
- Australia and Canada - 
attending as observers, indi- 
cated they would participate. 

The partners expect to start 
a feasibility study early next 
year, taking a year to com- 
plete. It will cover funding, 
choice of research areas, and 
Intellectual property rights. 
The research would be carried 
out at the pre-competitive 
stage of development by partic- 
ipating government institutes 
and companies- . 

Agreement on a feasibility 
study, itself yet to be formally 
adopted, is a for cry from a 
scheme put forward earlier this 
year by Japan’s Ministry for 
International Trade and Indus- 


try (Miti). Miti proposed joint 
development of factory auto- 
mation systems already to 
operation around the world 
into a system based on com- 
mon standards. Miti hoped to 
many Japanese skills to hard- 
ware with US software "know- 
how” and European expertise 
to precision equipment 

But companies and govern- 
ment officials in the US and 
the EC feared Mfti’s proposals 
would result to a one-way flow 
of technology from tee West 
into Japan. They were con- 
cerned about the dominant role 
Miti envisaged for an IMS Pro- 
motion Centre it founded in 
Tokyo to April. Reaction in 
Washington and Brussels was 
hostile, though it won support 
from US companies including 
United Technologies and Rock- 
well International. 

The EC and US rejected 
Miti's proposals in May, in 
favour of working towards a 
multinational scheme with 
shared leadership and funding. 
Japan agreed for fear of pro- 
voking trade frictions. 

The result is tee scheme dis- 
cussed yesterday in which the 
emphasis is on collaboration, 
including decentralisation of 
research. The work of the proj- 
ect’s secretariat will be shared 
by tee EC Commission, the US 
Commerce Department, and 
Miti. 


Hawke offers Moscow export 
credit for Australian goods 


MR BOB HAWKE, Australia's 
prime minister, has written to 
Moscow offering a A$500m 
(£l9&8m) export credit for Pur- 
chases of Australian commodi- 
ties, Canberra said yesterday. 
Kevin Brown reports from 

S3 Mr C ^Iawke , s letter follows 
proposals which were Heated 
earlier this year by Mr John 
Kerin, primary industries min- 
ister, to use credits to encour- 
age the Soviet Union to return 
to the market for Australian 

farm produce- 

Mr Kerin, on his way to 
Moscow with executives from 
the Australian wool industry, 
will tell the Soviet Government 
♦Vint the only condition is that 


ft must first repay debts of 
AS84m. 

The Soviet Union was tee 
second biggest market for Aus- 
tralian wool until May. when 
the trade was suspended after 
Novoexport, the Soviet import 
agency, said it was unable to 
pay for wool previously 
shipped. 

The Australian gove rnment 
odd the Export Finance Insur- 
ance Corporation would pro- 
vide 100 per cent cover for pur- 
chases of up to AS400m-worth 
of wool and meat, and 80 per 
cent cover for up to A$100m- 
worth of wheat. 

Bote sets of credits would be 
on a 24&day roll-over bass, it 


ment into the compensatory 
and contingency financing 
facility to cover excess costs of 
imports of crude petroleum, 
petroleum products and natu- 
ral gas. 

Access under this oil import 
addition will be up to 82 per 
cent of quota, with 66 per cent 
of the total being available 
immediately upon approval by 
tee Fund board. 

The IMF has also decided to 
extend the coverage of compen- 
satory financing. Until now 
only workers' remittances and 
travel receipts could be 
indnHorf in calculation of 
export shortfalls, but from now 
on losses resulting from short- 
falls on receipts from pipelines, 
canals, shipping, transport, 
construction and insurance 
Will also be fnrtiiriqH 

In adopting these changes, 
the IMF stresses that the basic 
principle of balance of pay- 
ments need still applies, as 
linked to the strengths of the 
adjustment or reform pro- 
gramme and capacity to repay. 

The Fund stressed tee need 
for “bold and comprehensive 
growth oriented structural 
adjustment programmes that 
would reinforce member coun- 
tries’ capacity to react to such 
unexpected shocks. 


Italtel in 
Soviet 
telecoms 
venture 


ITALTEL. the Italian 
state-controlled telecommuni- 
cations maker, yesterday 
gained a significant foothold in 
the Soviet market with a joint 
venture deal to produce its 
Linea U2 Digital switching sys- 
tem to Leningrad, Quentin 
Peel reports from Moscow. 

The agreement signed by 
Italtel, in which AT&T of tee 
US has a 20 per cent stake, and 
Krasnaya Zarya (Red Dawn), 
the largest Soviet telecommu- 
nications maker, provides for 
eventual annual production of 
l-5m lines from its computer- 
ised exchanges. 

Italtel a subsidiary of HU, 
will have 40 per cent of the 
initial share capital investing 
some EcuSLSm iS.l6.7m), with a 
second contribution to basic 
capital of Ecu35m after 10 
years. Krasnaya Zarya’s 60 per 
cent stake is to the form of the 
infrastructure and some pro- 
duction equipment Production 
is supposed to begin in Lenin- 
grad. and in a second plant in 
Abkhazia, Georgia, in 1992, 
Output will build up to full 
capacity in five years. 

Mr Salvatore Ranch, chief 
executive of Italtel said there 
would be no exports and so no 
hard currency earnings, over 
the first five years. Hard cur- 
rency expenses for the first 10 
years will be covered by “inter- 
national with tee inter- 
est paid by the Italian govern- 
ment". 

It was intended to start prod- 
ucing bard-currency profit 
from the eighth year of manu- 
facture - year 2000 - as a result 
of selling the equipment to 
western Europe. The Soviet 
plan for overhauling its tele- 
communications system 
requires production of 6m lines 
a year by 1996, giving the Tele- 
zarya joint venture some 25 per 
cent of the market 

The Ministry of C omm unis, 
tions, which controls Krasnaya 
Zarya. has signed agreements 
for exchanges with both Sie- 
mens of Germany and Bell 
Telephone, part of Alcatel for 
tts System 12. At present, the 
Soviet telephone system has 
33m phone ltoes install ed, but 
it is intended to reach 100m 
lines by the year 2 qqq, of which 
60 per cent will use digital 
technology. 

The present Soviet system is 
almost entirely based on 
mechanical switching, and is 
overloaded. 




FINANCIAL TIMES WEDNESDAY NOVEMBER 21 1990 


AMERICAN NEWS 


fag down of old housing per- 
mits. 

Buildings with five or more 
family ijrrits remain tee weak- 
est part of the housing market 
Such starts fell 25.7 per cent 
last month to 156,000 - the 
lowest level since this sub-in- 
dex was created In 1963. A 
healthy level of starts for mul- 
ti-family units, which were 
adversely affected by the 1996 
tax reforms, would he about 

500.000 a monte. 

Before yesterday's figures, 
some economists bad argued 
the booing market might soon 
hit bottom. Expectations are 
now likely to be revised down. 

October's figures suggest tee 
bottom in this cycle may turn 
out to be closer to the low of 

843.000 starts reached in Janu- 
ary 1982. 


Dominican 
Republic 
strike in 
second day 


Fujimori enjoys unenviable task 

Peru shows signs of responding to shake-up, writes Sally Bowen 

_ -a — m % « Mllkf- 

P ERU’S President Alberto 
Fujimori confessed over 
breakfast Tm enjoying 


By Canute James 
in Kingston 


HEAVILY armed soldiers and 
police patrolled deserted 
streets to the main cities of 
the Dominican Republic yes- 
terday, the second day of a 
general strike called by unions 
and supported by opposition 
parties. 

One group of anions is call- 
ing for economic changes to 
end shortages of food, electric- 
ity and petrol while another, 
supported by the main opposi- 
tion party, wants the resigna- 
tion of Mr Joaquin Balaguer, 
president of the Caribbean 
state of 7m people. 

Two bombs exploded to 
Domingo, the capital on 
Monday, and local radio said 
four people were injured. In an 
apparently vain attempt to 
blunt the effectiveness of the 
strike, the police arrested over 
200 onion leaders and strike 
organisers over the weekend. 

Mr Balaguer, who started a 
sixth, non-consecutive term to 
August after a closely con- 
tested election to March, said 
on Sunday that he was wining 
to call a new election to 1992, 
two years before a vote is con- 
stitutionally due. 

He described this week’s 
general strike, the second 
since August, as "subversive'’. 
Fourteen people were killed in 
the August strike and more 
than 50 injured. The country's 
economy has been suffering 
from a shortage of hard cur- 
rency for the past three years, 
and has been unable to meet 
all tts debt service obligations 
and import requirements. 

The peso has been devalued 
by 35 per cent this year and 
the price of basic imports has 
increased. Local bankers say 
inflation is running at about 
100 per cent 

Among those advocating Mr 
Balaguer ’s resignation is Mr 
Juan Bosch, who alleges that 
his narrow loss to the presi- 
dent to the elections was a 
result of fraud. 

It is tee second strike since 
August, when protests left at 
least 14 people dead and 60 
wounded to clashes with secu- 
rity forces. 

The unrest began after the 
g o v e rnment imposed measures 
reco mme nded by the Interna- 
tional Monetary Fond that 
ended subsidies on many 
items, including food staples, l 


P ERU'S President Alberto 
Fujimori confessed over 
breakfast: Tm enjoying 
every moment of life to poli- 
tics.” He flrin’iiHgd he had sur- 
vived one potential coop d’etat 
attempt but assured his guests, 
*1 am not afraid for my life 
- or for my ideas.” 

The 52-year-old agricultural 
engineer arvi former university 
rector, who emerged Cram 
nowhere to defeat novelist and 
favourite Mario Vargas I J em 
for the presidency, stepped into 
one of the world’s least envi- 
able jobs. He inherited a coun- 
try tom by terrorism where 
nothing worked, bar the 
cocaine trade. 

Since coming to office almost 
four months ago, the new pres- 
ident has launched several 
bold wwipaignii to areas rang- 
ing from a national f amily 
planning initiative to penal 
reform, a comprehensive anti- 
drugs strategy based on crop 
substitution to attacks on 
monopolies and oligopolies. 

Peru is by no means out of 
the economic woods. But inter 
national trams, bearing techni- 
cal advice and making ready 
project proposals, have been 
flooding into Lima in advance 
of frill normalisation of finan- 
cial relations. Mr Martin 
Hardy, head of the 25-strong 
International Monetary Fund 
mission advising on 
Peru’s programme, pronounced 
hims elf “surprised at the prog- 
ress” made. 

The central feature of Peru- 
vian economic policy, co-ordi- 




nated by the energetic Juan 
Carlos Hurtado Miller, premier 
and economy minister, has 
been monetary and fiscal con- 
trol. Inflation has been pulled 
back from 1&8 per cent for Sep- 
tember to 9.6 per cent in Octo- 
ber. The government's annual 
fiscal deficit, bordering on 8 
per cent of gross domestic 
product by the end of the Alan 
Garcia regime, has been cut to 
zero. Tax collections have risen 
from under 4 per cent erf GDP 
to around 8 - and next year’s 


goal of 12 per cent already has 
IMF blessing. 

Other swift reforms have 
included a new tariff structure, 
opening Peru to a wider range 
of cheaper imports, an anti-mo- 
nopoly decree and the start of 
a long-awaited overhaul of 
Peru’s inefficient and costly 
porta and customs services. 
Sweeping changes to the basic 
tax structure and a privatisa- 
tion plan for selected state 
enterprises are in the pipeline. 

Some corrective economic 
measures were taken earlier 
this month, including suppres- 
sion. of the temporary 10 per 
cent surcharge on top of 
Import tariffs for the higher 
two brackets (goods subject to 
2S and 50 per cent). 

This, it is hoped, will boost 
demand for imports and reduce 
the current trade imbalance, 
which has allowed Peru to 
build net international 
reserves from a negative bal- 
ance of $100® (£51m) when Mr 
Fujimori took over to $600tn by 
the end of last monte. 

WhSe is reassuring, con- 
tinued central reserve bank 
purchases of doUara to prevent 
the overvalued Inti from 
strengthening further and 
harming already beleaguered 
exporters, are aggravating 


inflationar y pressures. - 

Peruvians are having to 
become accustomed to a very 
different presidential style. 
Unlike his predecessors, Mr 
Fqfimori is no orator: He can 
maim the most daring initia- 
tive sound cautions. But his 
’‘oriental** caution and cour- 
tesy have produced move posi- 
tive responses from wary inter- 
national organisations and 
equally dubious US anti-drags 
officials teas former President 
Garda's dramatic thundertags. 

Orgy occasionally does be let 
fly. Stotefbd congressmen have 
found themselves at tee receiv- 
ing mi of hkj n ni »dn ii« acer- 
bic tongue. Judges have : been 
in his si ghts <dnr** his inaugu- 
ral address when he dubbed 
the seat of the Peruvian judi- 
ciary “tee palace of injustice". 

Constitutionalists were 
angered by a supreme decree, 
(jp prphpd as a nto r rati r*, which 
will resurrect an undent presi- 
dential ri ght tO p q fan those 
imprisoned for long periods 
without trial. Judges ware 
enraged when, to a rare dema- 
gogic speech at one at Lima’s 
crowded and dangerous pris- 
ons, be called judges “jackals 
mrt scusT. 

Mr Ftghnori's cur re n t t ar ge t 
is Peru's powerful Roman 


r yhnik? church. Wtb United 
Nations funding of $L2m Mr 
y ^jimnri launched a family 
jflafwdng campaign, defending 
tee right of tee poor to enjoy 
what most middle- and 
upper-class Peruvians take for 
granted. He called opposition 
churchmen "medieval and 
recalcitrant”. 

Already, free contraceptives 
and advice are being handed 
out. In his hundred-days 
address an undaunted Mr Fuji- 
moo reiterated that his gov- 
ernment “will not see the coun- 
try populated by starving 
children, e ating r ubbish and 
often, turning to prostitution in 
order to survive". 

In bote of teem initiatives, 
Mr Fuflxnori shows the same 
sureness of touch with the 
oon aactt people as he showed 
to his electoral campaign. A 
poll to Lima last week showed 
83 per cent of Peruviana sop- 


ptanning campaign. And Mr 
Fufinuzi’s personal popularity, 
though lower at the same stage 
of his administration than teat 
of either presidents Fernando 
Bedanadg or Garda before him, 
is unw av e ring at around 87 per 


Mr Fujimori needs to mu- 
tate teat common touch. Be is 
unprecedentedly alone to a 
co un tr y with only iq years of 
democratic tradition. He has 
no solid class base, fer less a 
unified party behind him. The 
fragm en ted Congress, mare 
ron cflrne d to the lower house 
with jockeying for temporary 
political advantages and alli- 
ances, has hardly begun to leg- 
islate. 

The backing afforded Mr 
Fqjfmorf by the Peruvian army 
and Ida reci pro c i ty to strength- 
ening its law-aatorder powers . 
have increasingly led to 
c h a r ges of mfiftarlgBtiOD. But 
the present replies: “What do 
you want? A continuation of 
chaosand. disorder oc a groan- 
meat that really go v erns and 
defends order?" So far, the 
answer seems dear. 


US accountancy firm seeks Chapter 11 protection 


LAVENTHOL & Horwath, the 
troubled US accountancy firm 
which once counted Donald 
Trump, TWA and Hyatt Corpo- 
ration as clients, will file today 
for protection from its credi- 
tors under Chapter 11 of tee 
Bankruptcy Code in the New 
York courts, Nikki Tail writes 
from New York. 


The firm had grown to rank 
seventh in US through a series 
at acquisitions over the past 
six years. 

Laveothal rakf ft frad 
made arrangements for its 
partners to acquire the. rights 
to provide a service for clients, 
but was unable to supply fur- 
ther (fetalis on how such han- 


dovers might be effected. Saras 
initiatives were apparently 
being taken by loral offices, 
however. 

Partners at the firm's Ohio 
office said they planned to 
form a successor entity which 
would continu e servicing cos- 
tomas and were contacting cli- 
ents about this. The Ohio 


offices were one of tbs largest 
of Laventhol'a SIT regional 
operations. 

Laventhol declined to give 
foH details of its financial posi- 
tion, but said .teat its bank 
debts currently stood, at about 
$85m. Liabilities, including 
contingent liabilities, “far 
exceed" assets, it said. 


WORLD TRADE NEWS 


Gucci misses out as tension rises in Seoul 

John Ridding on why South Koreans find market liberalisation hard to stomach 

M ERCURY Sable is sour again." against “excessive consump- “ " * _ ■ —» here and that tear oonfit 

back in car show- He cites the anti-import cam- tfan”. Korean officials and can- ,S»KonMI - US trade . perhaps been shaj 

rooms in downtown paten, problems in Implement- sinner groups argue that 'ill ^ savs Mr nsllara But he a 


M ERCURY Sable is 
back in car show- 
rooms in downtown 

SeouL 

Like other foreign products, 
from Gucci clothes to Burberry 
raincoats, the American car 
had been removed during a 
public ca mp aig n early in tee 
summer against “luxury 
imports". 

But while the Sable and 
some of the other foreign prod- 
ucts are back on display, trade 
relations are not back on track. 

A series of new disputes, the 
nearing conclusion of negotia- 
tions in tee Uruguay Round of 
tee General Agreement on Tar- 
iffs and Trade, and emotional 
coverage of tee issues in the 
Korean media, have raised new 
tensions and threaten a further 
deterioration to trading links. 

Over the last two weeks, 
senior US officials visiting 
Seoul have expressed dissatis- 
faction at the pace of market 
liberalisation and reforms. 

Last weekend, the National 
Council of Consumer Protec- 
tion Organisations, a coalition 
of 10 Korean consumer groups, 
threatened to launch a nation- 
wide boycott of US goods 
unless Washington apologised 
for its demands. 

At the root of trading part- 
ners’ concerns is a feeling that 
the substantial progress made 
since the difficult years of 1987 
and 1988 is being undermined. 
“US-Korean trade relations 
were in very good shape last 
year, following the agreements 
we had in spring 1989, There 
was a good feeling about how 
things were going." says a 
senior US official in Seoul. 
“But then things started to 


sour again. 

He cites the anti-import cam- 
paign, problems to Implement- 
tog agreements and the deci- 
sion to delay by one year a 
tariff redaction plan, as mark- 
ing a ch a n ge in direction, away 
from liberalisation, by the Kor- 
ean government 

“Now Korea Is playing a 
much more limiting role to the 
Uruguay Round, adopting, you 
might say, a minimalist 


approach to market opening." 

The disputes fall into several 
areas. In agriculture, the gov- 
ernment Is seeking to appease 
tee anger of local farmers who 
feel threatened by the impact 
of llberalistlon on their hi g h ly 
protected and inefficient indus- 
try. As a result, it has decided 
to exdude 15 items, including 
rice and barley, from liberalisa- 
tion measures to be discussed 
during the Gatt talks in 
Geneva. 

With respect to the opening 
of Korea’s highly regulated 
capital markets, trading part- 
ners have expressed concern at 
the slow pace of reform and 
are demanding an end to dis- 
criminatory treatment of their 
financial institutions. 

Earlier this month, Mr 
Charles Dallara, the assistant 
US treasury secretary for Inter- 
national affairs, expressed dis- 
appointment with tee results 
of negotiations in Seoul, 
warned that “the frustration 
level in Washington is hi gh , 1 * 
and said that the passage of 
the Riegle Bill which provides 
for retaliatory action in the 
financial sector, was now more 
likely. 

Broader concern surrounds 
the various public campaigns 


against "excessive consump- 
tion”. Korean nffidnh and con- 
sumer groups argue that 
restraint and. austerity are nec- 
essary at the moment, citing 
the slowdown to the economy 
and fears that conspicuous 
spending wffl exacerbate social 
tensions. 

"We have nothing against 
promoting austerity,” responds 
an official at a European 
embassy, “but there has been a 
d e fin i te tinge at anti-imports in 
these public campaigns, and 
the Korean government has 
been very slow in correcting 
this." White the Sable is back 
on show, sales remain modi 
lower than earlier to the year, 
while some Burberry and 
Gucd outlets remain dosed. 

In the last few days, tee Kor- 
ean government has attempted 
to ease the problem, to meet- 
ings with Mr Richard S olomon, 
US assistant secretary of state 
for east Asian and Pacific 
affairs, Mr Lee Seeing Yun, 
South Korea’s minister fra: eco- 
nomic planning, sought to 
assure Korea’s largest trading 
partner that the austerity cam- 
paign was a pri v ate fattiafive 
and not aimed against impests. 

Tn flip wap of financial and 
agricultural market liberalisa- 
tion too, Korean offici a l s are 
dearly anxious about the rise 

in fwirinrp. 

“We are very worried about 
the prospect that tee US might 
enact tee Riegle law," says Mr 
Oom Bongsung, counsellor to 

the minister rf ftmmctL 

He argues that much at the 
problem arises from a lack erf 
understanding. "The US 
sounded like evangelists," he 
says, referring to their arga- 



lis Exports 
toSJforaa 


1980 82 84 86 


merits in favour of financial 
reforms. "But we have many 
distortions to our markets and 
have to proceed gradually to 
Twafnferfn tee balance between 
gtsbilily and efficiency”. 

At the same time; tee K op- 
. ean government emphasises 
the progress made by foreign 
products in the domestic mar- 
ket. It points to the rapid 
increase in imports, which 
have climbed from |50A8bn 
<£25.7bn) between January and 
October 1989 to $55A3bn during 
tiie same period this year. 

ft also argues that current 
economic problems justify a 
cautious approach to liberalisa- 
tion- “The current account will 
be about $2bn in deficit this 
year, co mp a red with a surplus 
of $!4bn in 1988,” says a mem- 
ber erf the economics team to 
the presidential office. “That is 
a huge adjustment for an econ- 
omy of our size.” 

"We do understand that it 
has been a turbulent period 


here and that their confidence 
has perhaps been shaken,” 
says Mr DaBara. But he argues 
that the economy remains one 
of tiae fastest growing to the 
world and that Korea's con- 
cer ns ha ve to be pot into per- 
spective. 

Mow fundamentally, trading 
partners 'argue that there has 
beeu fittte attempt to explain 
the advantages at market liber- 
alisation. "The government 
needs to advertise that this 
will mean lower costa to con- 
sumers and not just Involve 
difficulties for certain interest 
groups,” says one diplomat 
They should point out that 
open international markets are 
what lie behind Korea's 
remarkable success.” 

But despite their differences, 
trading partners remain fairly 
optimistic. "I see what is going 
an at the as a hiccup," 

says one European diplomat A 
US counterpart agrees that 
rimost of these issues are quite 
resolvable.” 

For the moment, perhaps tee 
greatest problem is the emo- 
tion which quickly becomes 
involved. Over the past few 
days Korean newspapers have 
decried what one described as 
"indiscriminate meddling in 
domestic affairs," while the 
principal opposition party has 
warned of an increase in anti- 
Americanism. 

A deeper problem is that 
Korean popular sentiment is 
easy to tap. “Korea is not yet 
internationalised,” says one 
senior Korean economic offi- 
cial “Market opening is a new 
ta pwrfenr e and toetostinct Is 
to resist” 


Soviets and South Korea discuss natural gas project 


By John Ridding in Seoul 


A NATURAL gas pipeline from 
ihe Soviet Union to South 
Korea, across North Korea, 
could be built over the next 
few years, according to the 
head of one of Korea's largest 
business groups. 

Mr Chong Jn Yang, founder 
and honorary chairman at the 
Hyundai Group, said on 
returning from a visit to 
Moscow teat tee Soviet Union 
had expressed support for tee 
project and that North Korea 
would not oppose tee construc- 
tion of tile pipeline needed to 
carry the gas. 

Pyongyang’s position on the 


pipeline was reportedly con- 
veyed to Moscow doting a 
meeting between tee North 
Korean ambassador to the 
Soviet Union and the president 
of the Soviet national gas cor- 
poration. 

Hyundai said that the pro- 
posal was still at a prelimi- 
nary stage and that no details 
about the project had yet been 
concluded. 

Hyundai added that tee proj- 
ect would be discussed dm-fag 
a visit to Seoul later this 
month by the vice-chairman of 
the Soviet Union government's 
energy barren. 


Under the tarns of the htwA* 
Proposals, however, the proj- 
ect would involve the con- 
struction of a LOOOkm pt yitna 
from Vladivostok to South 
Korea. 

The aim of the exercise Is to 
cut the costs of Importing nat- 
ural gas into South Korea 

The country has no natural 
gas supplies of Its own. 

The proposal reflects the 
sharp increase in trade and 
investment link* between 
South Korea and the Soviet 
Union, 

Ihe two countries opened 
diplomatic relations earlier 


fids year. 

The planned project is also 
typical of Hyundai’s moves to 
develop the natural resources 

of the eastern Soviet Union. 

"In this respect we ate dif- 
ferent from the other South 
Korean companies," Hyundai 
said. 

“They are looking to trade 
cmunmvr products, whereas 
waaro our eye on natural 
resources.* 


natora! gas near the Caspian 

Hyu ndai has also agreed to 
provide technical and financial 

asdstaMe to the Yakut repub- 
dCT ®topnwnt Sita 
m3nfita l resources and to the 
WMtracfion of a 320km rail- 
road. 

project in which 
Hyundai is involved is tee con- 


visa to the 
fiy** Mr Chung 

toed a contract with tee dejJ 
uty premier of the Kalmyk 
republic to develop oil and 


1 , . “ « WUU KWKDHB- 

Wi tot to SUwriaT^ 

This project, which is a joint 
TOatare with a soviet partner 
andj Combustion Engineering 
US,, is currently npder 
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1 High noon at the Palace of Westminster 


s MPs see an end to 


Thatcherism in 
the second ballot 


V By Philip Stephens, Political Editor 


F IT WAS the death of 
Thatcherism: even if the Prime 
Minister defies the odds and 

- wins the second round of vot- 
■ ing then she will emerge 
| defeated in victory. Before 

- then, she will face pressure to 
withdraw from the race. 

1 That was the sombre - and 
unhappy - judgement of her 
peers at Westminister last 
night 

Even before the result was 
announced the steady stream 
of Conservative MPs - loyal 
and dissident - who filed into 
Committee Room 12 of the 
House of Commons yesterday 
were agreed on one thing. 

If Mr Michael Heseltine 
forced her to a second ballot 
they judged, then Mrs 
Thatcher’s grip on her party 
and her government would be 
- broken. The Conservatives - 
“ the party of loyalty and unity 
- would have assassinated 
their most successful leader 
and prime minister this cen- 
tury. 

She said last night that she 
would fight on. But even if she 
achieves the necessary simple 
majority over Mr Heseltine in a 
second ballot many of her sup- 
porters believe she could not 
lead her party to anything but 
defeat in the next general elec- 
tion. 

The already-rehearsed mes- 
sage she will be receiving 
today from the party’s gran- 
dees is that she should now 
stand down in favour of one of 
her Cabinet colleagues. 

If she asks - and she may 
not - Lord Whitelaw is ready 
to advise her to stand aside. So 
too is Mr George Younger, her 
campaign manager in the lead- 
ership contest The other “men 
in grey suits", the executive 
officers of the 1922 committee 
and the party whips, would 
carry the same message to 
Downing Street this morning. 

She has just a few hours to 
decide whether to reverse the 
decision that she announced 
on the steps of the British 
Embassy in Paris. Earlier, 
senior members of the party 
had tried, and failed, to per- 
suade her to say something far 
more ambiguous. 

Nominations for the second 
ballot close at noon tomorrow 
Mr John Major, the Chancellor, 
and Mr Douglas Hurd, the For- 
eign Secretary, are the most 
obvious candidates. But they 
cannot stand unless she with- 
draws. 

Her colleagues believe that if 
she refuses, then the momen- 
tum established by Mr 
Heseltine may well sweep her 
arch-opponent to victory. The 
man she described earlier this 
week as a “corporatist” and 
“interventionist”, the man she 
believes is a European federal- 
ist, would replace her in Down- 
ing Street. 

He might well do anyway. 
Her own victory first-round 
win against Mr Edward Heath 
in 1375 made her unstoppable. 
But at least another candidate 
would offer a plausible alterna- 
tive to the former defence min- 
ister. 

If that assessment sounds 
Overly-pessimistic, it was the 

one being offered from almost 
all sides of a bitterly-divided 
Conservative Party yesterday 
Only the most ardent loyalists 
thought the Prime Minister 

could or should survive. The 

fixed expressions on them feces 
suggested even some of those 
had doubts. 

Senior figures in tte party 
were thinking the unthinkable 
before it happened. 

In Paris. Mrs Thatcher’s clos- 
est aides had drafted a state- 
ment for her to deliver from 
the British Embassy intne 
• event of second ballot white 
' still leaving open the possibil- 
ity of her withdrawal from the 
race, it suggested strongly that 


THE CHALLENGE TO THATCHER 

With a rush the news sweeps out from committee 


room 12 


By !vo Dawnay, Political Correspondent 


When it finally came it was 
Hke the noise of an oncoming 
train. And though, perhaps on 
reflection, it only took a few 
seconds for the news to come 
out, for those straining to hear 
it seemed like an age in which 
a whole chapter in history 
hung In precarious balance 
between feet and fiction. 

For as long as an hour, the 
gloomy committee room corri- 
dor had been filling to burst- 
ing. cramming tight with MPs 
journalists, secretaries and 
even foreign visitors, in 
unprecedented scenes of excite- 
ment and expectation. 

Several times the hubbub 
fell silent as upwards of 250 
pairs of ears strained from 


news from the crowded- com- 
mittee room where the result 
was being revealed to a tense 
electorate of Tory MPs. Mass 
eavesdropping in the mother of 
Parliaments, dispersed by 
bouts of laughter. 

Then unexpectedly, there 
was a surge forward. Some- 
thing was happening but what, 
where.- ? Then, suddenly a few 
- just a few - fleet figures 
started tearing back through 
the crowd - racing for tele- 
phones and wire rooms, sprint- 
ing to get the news out of the 
stuffy corridor and into the 
cold fresh air of the waiting 
world. 

“And the figures, the fig- 
ures... what are the figures?” the 


seething mass begged In 
agony. 

Then it started: first, slowly, 
like a whisper; then growing, 
growing like a grubby rumour 
transforming itself into awe- 
some truth before the very 
eyes and ears of a clamorous, 
bowling hubbub. 
“Two..Oh-four, one~flve-" 

“ WHAT IS IT. WHAT IS 
IT?” implored the crowd as the 
stream of racing newsbearers 

now tore back like a flood 
through a hundred jostling 
notebooks. 

-WHAT IS ITT 
And then, at last, words 
worked through the fog of fig- 
ures into the mayhem- "A sec- 
ond balloLjts a second ballot 


SECOND BALLOT.** They 
finflhfld like an electric charge 
through the astonished crowd, 
registering first on the ears 
then crashing like a bomb on 
the conciousness. 

Not a soul in that crowded 
corridor doubted for one frac- 
tion of a second that those two 
words carried a resounding 
historical ring. Gaping feces 
soundlessly tried them out for 

sra #»-. for credibility. Did they 

fit, could they be true. 

“The figures, the figures—?” 
Still the agony was played-out. 
Then miraculously suddenly 
they were there. 204, 152. At 
once everyone was scribbling 
on notebooks, on wrists, on old 
newspapers. Innuzaerate minds 


grappled with the e quation. 

Onefiv&two, plus SSy-seven 
■ 209. 

It was true - a second ballot. 
And almost as suddenly ft was 
over. The enormous fact was 
bom into a commonplace. 

Already, dazed MPs were 
gathering fit groups In the cor- 
ridor passage aH but ignored 
by the rapidly dispersing pack. 
“She will stand. Of course, she 
will stand,”said one rightwin- 
ger, bis voice hoarse with dis- 

“Hurd won't run. Major 
won’t rim. I'm sure of it* He 
too was increddloastjr testing 
his words. 

Elsewhere, the cabals were 
already a gain and 


more urgent!; than ever. 

Alone. Standing mi a bench 
a femOiar figure, pipe in mouth 
and radio headphones firmly 
plugged In to both eanvtoofeed 
beatxficafiy on to the scatterfajg- 
inab. 

~Mr Benn,MrBenn. Whet<fe , 
you t hink ?" 3 journallit 

"What were the figures?”: fife 
veteran leftwinger asked. "Ah! 
so tt fe a second ballot, than.*: _ 

Mr Benn spun oat the. agony , 
with a Mow smite. *Weft"be 
said. “All I can say is: how 
ap p ropri ate that she should be 
in Versailles when. she bend 
the news." . 

But the Westminster mob 


.-jj 
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THE ALTERNATIVE AGENDA 


Heseltine offers different 


route for a fourth term 


By John Mason 


she would fight and fight to 
the last vote. 

Back in at the Conserva- 
tives’ headquarters in Smith 
Square, the perspective was 
different: her comments should 
be much more opaque; she 
should consult her senior col- 
leagues before making any 
firm decision- She ignored the 
advice. 

Many of those colleagues 
had also prepared contingency 
plans. 

Over the past few days the 
telephone lines linking the 
homes of Cabinet colleagues 
have rarely stopped buzzing. 
Those who believe that they 
might have a claim to join the 
fray have been carefully solicit- 
ing the opinions of their peers. 
Last night the lines were 
jammed. 

Both Mr Hurd and Mr Major 
wanted Mrs Thatcher to win. 
For all their own differences 
and difficulties with her over 
the past year, the two most 
senior members of her Govern- 
ment beleived her outright vic- 
tory would be the best result 
They proposed and seconded 
hen they cannot enter the con- 
test against her unless they 
resign from her Cabinet Their 
friends and allies, however, 
have been busy testing the 
temperature of their own sup- 
port at Westminister in case 
she was forced to step down. 

Mr Major has emerged as the 
most likely candidate to chal- 
lenge Mr Heseltine. Though 
only three years ago he was a 
political unknown, his mete- 
oric rise over the past 18 
months has made him Mrs 
Thatcher's most obvious heir- 
apparent 

An assiduous and skilful 
political operator, he has man- 
aged to retain support on both 
the right and the left at West- 
minister. Close colleagues 
believe that his views on 
Europe are much more akin to 
Mrs Thatcher’s approach than 
is generally apparent There 
has been intense speculation 
that Mr Norman Tebbit, the 
former party chairman and one 
of the standrad-bearers of the 
right might endorse his candi- 
dacy. 

From the left, Mr Major’s 
awareness of the humble cir- 
cumstances of his own 
upbringing Is seen as evidence 
that be will deliver the more 
- fairing ” Conservatist that they 
beleive the 1990s demands. 

He is no socialist when it 
comes to public spending or 
tax cuts, but neither is he an 
ideologue. 

Mr Hurd Is the favoured can- 
didate of the Cabinet as a 
whole - and if he insisted on 
joining the contest he could 
probably persuade the 47-year 
old Mr Major to stand aside. 
There is a strong argument 
that the Foreign Secretary’s 
experience and. consensus style 
would offer a better hope of 
healing the deep divisions 
opened by yesterday’s contest 
Many Tory MPs, however, 
are unconvinced that he has 
the popular appeal needed to 
restore the Government’s tat- 
tered reputation with the elec- 
torate. 

And if there was one single, 
simple, message from yester- 
day’s leadership contest it is 
that the Tories at Westminister 
are being driven above all by 
their fear of losing the next 
general election. 

Mr Heseltine scored 152 
votes against a Prime Minister 
who had won three general 
elections because the opinion 
polls said that he was more 
likely than her to deliver a 
fourth. 

But as they surveyed the 
wreckage last night neither 
ministers nor Tory backbench- 
ers were convinced that any- 
one could save them after the 
party’s recent self-destruction. 


IF Mr Michael Heseltine’s 
success in forcing a second bal- 
lot continues and he defeats 
Mrs Thatcher to become Prime 
Minister, the chang e in direc- 
tion of policies of the ruling 
Conservative government will 
undoubtedly be major. 

Since announcing his candi- 
dacy last week, the former 
Defence Secretary has outlined 
a manifesto to the public that 
would leave the work of few 
Whitehall departments 
untouched. 

Mr Heseltine has strongly 
denied Mrs Thatcher’s accusa- 
tions that his agenda is effec- 
tively socialist and amounts to 
little more than a return to the 
felled corporatism of the 1960s 
and 70s. 

It is, he has insisted, the 
only radical alternative to 
Thatcherism which, despite its 
achievements, has foundered 
on major issues such as 
Europe, industrial policy, edu- 
cation and training and the 
poll tax. 

On Europe, Mr Heseltine dif- 
fers from Mrs Thatcher both in 
style and substance. Convinced 
that Britain must play a com- 
mitted, positive and leading 
role in the further integration 
of the European Community, 
he accepts the principle of a 
single currency. 

However, he agrees with Mrs 
Thatcher over the dangers this 
would pose unless there is 
greater convergence between 
the strong a nd weak economies 
in the EC. 

So while a Heseltine govern- 
ment would support moves 
towards the creation of a single 
currency and aim to play a 
prominent role in the process, 
it would not see the crucial 



Heseltine: seeks new policy 


derision being taken for some 
years ahead. 

likewise, although, he sup- 
ports the principle of political 
union, he has been careful to 
digfeinrp himself from the pros- 
pect of a rapidly-emerging fed- 
eral “super -state”, the fear of 
his Bruges Group opponents. 

Such integration would be 
gradual, with national sover- 
eignty not submerged by new 
European political institutions 
for the foreseeable future, he 
made clear during his cam- 
paigning last week. 

If his stance on Europe has 
proved one vital ingredient of 
Mr Heseltine’s success, his crit- 
icism of the poll tax has proved 
equally crucial in attracting 
the votes of Tory MPs con- 
cerned for at party’s electoral 
prospects. 

A long-standing opponent 
of the measure he dubbed a 
"granny tax”, Mr Heseltine has 
promised an immediate and 
fundamental review of the new 
system of local government 


finance if he becomes Prime 
Minister. 

He has promised to address 
the problem of maVmg the poll 
tax more related to people’s 
ability to pay, but has carefully 

ynarifi jjo firifl ftt fflTBitruwtf. hOW 

this would be achieved. 

He has, however, floated the 
idea of lowering bills by gradu- 
ally transferring the costs at 
education from local to central 
government Any reform would 
also be accompanied by a 
merging of district and co u nt y 
councils to form unitary 
authorities with Ameri- 
can -style directly elected 
mayors. 

On industrial policy, Mr 
Heseltine is committed to a 
style of interventionism 
designed to re -model the Brit- 
ish economy along the Une« of 
Japan and Germany. 

While strongly emphasising 
the roles of the free market 
and the entrepreneur, he 
would seek a new partnership 
between government and 
industry aimed at reversing 
the long-standing decline in 
manufacturing. 

This would involve an 
expanded Department of Trade 
and Industry backed with extra 
funding, a greater co mmitmen t 
to research and development 
and a substantial drive to 
address the shortcomings in 
Britain's education and train- 
ing provision. 

The conclusion of many of 
his supporters is, however, 
that the man who, in effect, 
launched his campaign more 
than four years ago with ids 
stormy resignation from a cabi- 
net meeting has made few 
wrong moves since. 

Leader, Page 23 
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At the door of power: Margaret That c her In contemplative mood outside Number 10 


MEPs see need for change in 
British policy towards Europe 


Sterling and UK equities slide as 
uncertainty hits financial markets 


By Lucy Kellaway in Strasbourg 


By Peter Norman, Economics Correspondent 


UK POLICY on Europe will 
have to change, following Mrs 
Margaret Thatcher's failure to 
win the first ballot outright, 
MEPs said yesterday, 

Mrs Thatcher has never had 
much time for the European 
Parliament, and MEPs’ 
response to yesterday's results 
show that the feeling is 
mutuaL 

Despite efforts not too seem 
too gleeful at yesterday's vote, 
Tory MEPs nevertheless 
seemed well pleased - arguing 
that either Mrs Thatcher 
would go, or that if she stayed 
she would have to change her 
policies on Europe. 

The leader of the Conserva- 
tive group in the Parliament, 
Sir Christopher Prout, said 
that the pro-European majority 


in the cabinet would now be 
able to secure a change in pol- 
icy- 

“The vote shows a strong 
feeling that the British line on 
Europe must be changed," said 
Mr Derek Prag, conservative 
candidate for Hertfordshire. 

“Thatcher must have 
received a message that a large 
number of people want a 
change - if not a change in 
leader then a change in tone,” 
said Mrs Margaret Daly, Tory 
MEP for Somerset 

There was much grumbling 
among Tory MEPs yesterday 
that they had had no vote in 
the election. Indeed, earlier 
ballots amoung MEPs 
suggested that only two out of 
the 32 supported Mrs Thatcher, 
and that more than 20 would 


have been prepared to support 
Mr Heseltine. 

However, there was little 
sign of a wholesale support for 
Mr Heseltine, among Tory 
MEPs. many of whom seemed 
to prefer the prospect of Mr 
Hurd as leader. 

Neither did other MEPs seem 
to relish the idea of Mr 
Heseltine as leader. Mr Jean 
Pierre Cot, the leader of the 
socialist group said yesterday 
that it was “a matter of time 
before the sugar coating wears 
off and Mr Heseltine’s policy 
looks identical to Thatcher's.” 

Most MEPs agreed that what 
was needed was a strong line 
cm Europe, and that it would 
have to come before the inter- 
governmental conf e rences get 
underway next month. 


FINANCIAL markets reacted 
adversely to the indecisive out- 
come of yesterday’s Conserva- 
tive leadership election, with 
sterling dropping about 1 pfen- 
nig against the D-Mark and 
British shares being marked 
down in New York within min- 
utes of the announcement. 

“It’s the worst possible result 
for the equity market," Mr 
George Hodgson, equity strate- 
gist at Warburg Securities. 
"It’s an old cliche t hat markets 
hate uncertainty, and we’ve 
got that for sure,” he said. 

Like other analysts, he said 
movements of sterling over the 
coming week would aet the 
tone for other mac- 


were down 10 pence In New 
York after the news. 

It remained unclear how 


strongly foreign investors. 
)Uld 1 


First reports said that among 
British blue chips. Renters 
shares lost 15 pence and Glaxo 


would react to last night's 
news. The fact that British 
equities and the pound were 
steady to firm before the 
announcement suggested' to 
many Qtv economists thot-Mrs- 
Thatcheris failure to see off Mr 
Hesaltine’s challenge- ta the 
first round of voting- would 
come as an unpleasant strr- ' 
prise in foreign markets. 

“The foreigners were, so 
'unprepared fbrthis,there has 
to be a shock-effect,” said Mr 
Alan Davies, head of econom- 
ics at Barclays Bank. 

B was undear whether the 
result will have long-term 
Implications .for the economy. 
Mr Gfles Keating; chief econo- 


mist in London at investment 
tank Cttedtt .Suisse First Bos- 
ton, said it was too early to 
-speculate on what Mr 
flwrfHy -mig ht do if he finally 
became prime minister. 

-. ’Ttm cbuM argue that at the 
and of ft all we will stfll have a 
Conservative government," Mr 
Davies of Barclays said. Refear- 
ing to the recent vote of no 
confidence in French prime 
minis t er Mr Michel Rocard, be 
said: "After afi, other countries 
have crises like this all the 
time, so stay be it is not all 
that Mg a.deaL" 

The declarations of Mrs 
Thatcher and Mr Heseltine 
that both would put their 
n am es forward for the second 
ballot were seen as greatly 
reducing the chances of a third 
candidate coming forward. 


Deft campaign performance wins supporters for challenger 


PASSIONATE advocates and 
fierce opponents of Mr Michael 
Heseltine’s leadership chal- 
lenge agreed in private yester- 
day that - regardless of the 
outcome - It has been a politi- 
cally deft performance, writes 
Ivo Dawnay. 

Many of the votes for the 
member for Henley, who 
stormed out of cabinet over 
the Westland helicopter affair, 
were won by the group of Con- 
servative backbenchers who 
have supported him since his 
1986 resignation. 

Only for one moment did the 
years of constituency visits 
and hours of speeches seem 
likely to be squandered. That 
was when the former defence 
secretary wrote an open letter 
to his constituency chairman 
implicitly criticising Mrs 
Thatcher's European tactics. 

Initially, it looked as if a 
bomb had blown up in his 
fece. Bat the challenger turned 
even this to his advantage 
when the open split within his 
constituency served to empha- 
sise the deep divisions within 
the Tory party over Mrs 
Thatcher’s leadership. 

Once the race was on, Mr 
Heseltine demonstrated a cool- 
ness under fire that many 
doubted he possessed. 

His pledge to review the poll 


tax - a prime anxiety of MPs 
in Tory marginals - was a 
seductive opening shot. So was 
his identification of a new pro- 
European mood among busi- 
nessmen and the young. Nor 
could Mr Heseltine easily be 
charged with disloyalty. 

While repeatedly emphasis- 
ing Mrs Thatcher’s achieve- 
ments, he characterised her as 
the dominant “face of the 
Eighties”. 

The compliment implicitly 
suggested that she was not the 
flavour of the new decade and 
that a little less dominance 
and more collective cabinet 
responsibility was now desir- 
able. 

Smooth television and news- 
paper performances - hardly 
one outlet failed to get its 
“exclusive” interview - also 
served his cause by winning a 
large proportion of the coun- 
try's voters to ids cause. 

Opinion polls last Sunday 
showing consistent evidence of 
the electoral advantages that 
his leadership would bring the 
party reinforced his earlier 
claims to be a winner. 

Behind the scenes too, the 
Heseltine camp scored points. 
MPs reported that telephone 
lobbying was discreet but 
thorough. One MP pledged to 
Mrs Thatcher yesterday con- 


gratulated her rival on his 
approach. 

“By comparison, the prime 
minister’s wn» p a ip n managers 
didn't even bother to get hold 
of me. It's quite Incredible 
how lacklustre it has been.” 
said Mr Dudley Ftehbam. MP 
for Kensington and the former 
managing editor of The Econo- 
mist magazine. 

In spite of his strenuous 
efforts, Mr Heseltine suffered 
from two distinct disadvan- 
tages. He coul d never con v ine- 
ingly counter the arguments 
that it was disloyal to vote 
against a sitting prime minis- 
ter with three historic ejection 
victories to her credit. 

Nor did any big names rally 
publicly to his colours. Mr 
Heseltine’s sponsors were the 
less-than-prominent Sir Peter 
Tapsell and Sir Nefl Macfar- 
lane. 

Dp to the last minute, there 
were rumours that Mr Peter 
Walker, the long-serving for- 
mer cabinet minister, and 
Lord Carrington, the former 
foreign secretary who resigned 
over the Falklands invasion, 
might declare themselves for 
the Heseltine cause. In the 
end, he could boast only the 
endorsement of the contra ver- 
sial and less weighty Mrs 
Edwina Currie. 


Last night Mr Basel tine's 
s up po r ters could not disguise 
their glee. The result was bet- 
ter for them than they had 
dared hope. Mr Heseltine con- 
firmed he would be standing 
again shortly after the result 
was announced. 

"Fa overwhelmed with 
gratitude to my parliamentary 
colleagues who in such large 
measure have given me their 

support.” be said 

*T will therefore allow my 
n a me to go forward Into the 
second round,” he added, 
speaking in the doorway of his 
London home flanked by mem- 
bers of his family 

Th eresnit received a wimi 
reception among petty activ- 
ists in Mr Heseltine’s Henley 
constituency last night nmler- 
lying the divisions provoked 

locally by the leadership issue. 

My Raymond Monbio t, the 
president of the Conservative 
Association, described Mrs 
Thatcher’s failure to win out- 
right in the first ballot as a 
'great pity,” which would lead 
to “another week of nncer- 
tamty and turmoil" ia the 
party. 

Mr Peter Owen, the chair- 
man of the local association, 
raid he was “pleased” that Mr 
Heseltine had survived to fight 
in a second ballot. 
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Mrs Thatcher (pictured above at an English farm) hop 
to draw strength from an imchanging view of politics 

Prime minister 
must draw on 
years in power 

By Richard Evans and John Anthers 


THE Thatcher years started in 
February, 1975 when Mrs 
Thatcher, daughter of a grocer 
from Grantham became the 
first woman to lead the Conser- 
vative Party. Ag ains t expecta- 
tions, she beat Mr Edward 
Heath in the first ballot by 130 
votes to 119 and four other can- 
didates in the second ballot. 

In Jane, a referendum was 
held on whether Britain should 
stay in the European Commu- 
nity on terms to be renegoti- 
ated by the Labour govern- 
ment, or reject them and leave. 
The majority of Conservatives, 
Including Mrs Thatcher and Mr 
Heath, campaigned success- 
fully to stay in. 

In March 1976 Mr Harold 
Wilson, the Labour prime min- 
ister, announced his unex- 
pected resignation, and Mr 
James Callaghan fended off 
challenges from Mr Michael 
Foot and Mr Denis Healey to 
become Prime Minister. 

Politics were tense, with the 
Labour majority shrinking to 
vanishing point, and opinion 
poll swinging to the Conserva- 
tives. 

In 1977, Labour struggled on 
despite defeats on the bill 
devolving powers to Scotland 
and Wales, and entered negoti- 
ations with the Liberals. Mrs 
Thatcher dennnnnpd the pact 
as “shabby, devious manipula- 
tions.* 

The government’s ability to 
govern continued to deterio- 
rate during 1978 as Liberals 
became disenchanted with the 
Lib-Lab pact. There were fur- 
ther heavy defeats on devolu- 
tion, and all the signs pointed 
to an October election. To gen- 
eral astonishment, Mr Cal- 
laghan decided to fight on into 
1979, thus launching the “win- 
ter erf discontent" 

A devastating series of dis- 
putes, starting with road trans- 
port and petrol tanker drivers 
and extending throughout the 
public sector, left the economy 
crippled and the government’s 
strategy of seeking union 
co-operation in ruins. Mrs 
Thatcher called for restrictions 
on the powers of the unions 

The May 4 general election, 
primarily a battle between the 
avuncular, consoling Cal- 
laghan and the forceful 
Thatcher calling for a radical 
reversal of socialism, was a tri- 
umph for Thatcher. She 
became Britain’s first woman 
prime minister with an overall 
Commons majority of 43. 

Sir Geoffrey Howe, the new 
Chancellor of the Exchequer, 
cut the standard rate of income 
tax from 33p to 30p and top 
rate from 83p to 60p in his first 
budget; Lord Carrington, For- 
eign Secretary, forced through 
constitutional talks on Rhode- 
sian independence. 

Unemployment rose in 1980 
above 2m for the first time 
since 1935, and the annual rate 
at pay rises exceeded 21 per 
cent The Government singled 
out control of inflation as its 
main target 

Mr Nicholas Ridley, Minister 
of State at the Foreign Office, 
created a furore when he vis- 
ited the Falklands and 
suggested sovereignty should 
be given to Argentina and 
leased back to Britain. Mr 
Mugabe was elected prime 
minis ter of Zimbabwe. 

Race riots in Brixton in 1981 
were followed by rioting in sev- 
eral rides, including London, 
Liverpool and Birmingham. It 
was a year of great political 
excitement, with the Conserva- 
tive and Labour parties deeply 
divided, and a new party, the 
Social Democrats, launched 
with the object of “breaking 
the mould." 

The argument over nuclear 
defence was at its height, with 
the government committed to 
Trident missiles and the 
deployment of Cruise in 
Europe, and Labour unilateral- 
ist and against both. 

War in the south Atlantic 
dominated 1982. An illegal 
landing by Argentines on 
south Georgia was followed by 
the capture of the Falklands in 
early April. A large naval task 
force was despatched and 


armed conflict began on April 
22. The Argentine cruiser Bet- 
grano was torpedoed and sunk 
with large loss of life, and the 
Argentine forces surrendered 
on June 14. 

Mrs Thatcher's popularity 
soared with the victory and 
aided by deep divisions in the 
Labour Party and a fan in sup- 
port for the Liberal-Social 
Democrat Alliance. 

Mrs Thatcher ordered the 
dissolution of Parliament in 
1983, a year before .she needed, 
to take advantage of Labour's 
weakness, and won an over- 
whelming victory on June 9, 
with a Commons majority of 
144. She then sacked Mr Fran- 
cis Pym, regarded as too wet, 
sent Mr William Whitelaw to 
the Lords, and replaced Sir 
Geoffrey Howe as Chancellor 
with Mr Nigel Lawson. 

Mr Neil Kinnock took ova 1 
as Labour leader from Mr 
Michael Foot, and Labour 
retained its unilateralist stance 
which had been regarded as a 
big vote loser. 

Internationally, friction con- 
tinued with the Argentine over 
the Falklands. and with the 
European Community over 
fisheries, agriculture policy 
and Britain's financial contri- 
bution. 

The miners’ strike, domi- ' 
nated 1984. It developed into a 
battle of wills between Mrs ! 
Thatcher and Mr Ian MacGre- ! 
gor. chairman of the Coal 
Board on the one band, and Mr , 
Arthur Scar gill, NUM presi- I 
dent, on the other. 

The Conservative party con- 
ference that year was over- | 
shadowed by the bombing by 
the IRA of the Grand Hotel in 
Brighton, where Mrs Thatcher 
and most of the Cabinet were 
staying. Five people were 
killed and dozens injured. 

Privatisation was a growing j 
theme of government, with 
proposals to sell a majority 
stake in British Telecom, and 
to separate Jaguar Cars from 
the state-owned BL. 

The coal strike continued 
into 1985. It finally ended a few 
days short of one year after it 
began, and was widely 
regarded as a government vic- 
tory of great significance. 

Failure to reduce unemploy- 
ment continued to worry many 
Conservatives, and Mrs 
Thatcher’s popularity began to 
slip. The Westland affair, with 
Mr Heseitine advocating a 
European rather than US 
buyer for the troubled helicop- 
ter company, divided the Cabi- 
net. 

Westland developed into 
melodrama in January 1986 
with the resignation of Mr 
Heseitine, as Defence Secre- 
tary. Mr Leon Brittan resigned 
soon afterwards as Trade and 
Industry Secretary over the 
same issue. 

Unemployment continued 
above 3zn but the rate at infla- 
tion was cot to below 3 per 
cent Mrs Thatcher intensified 
her crusade against the state 
sector with the privatisation of 
British Gas and the sale of lm 
council homes. 

Thatcherism reached its 
high point in 1987, as all eco- 
nomic indicators seemed to 
move in the right direction at 
once. Mr Lawson shaved 2p off 
income tax to 28 p in the bud- 
get, just before the election, 
and unemployment dipped 
below 3m. 

“Yuppie" culture was at its 
zenith. A bull market surged 
on the Stock Exchange all 
year, until Black 'Monday, 
October 19, when the FTSE 
dropped 250 points, losing lo 
per cent of its value, inflicted 
wounds on the City. 

Mr Lawson’s finest hour 
came in 1988 as he slashed 
income tax to only two rates - 
25p and 40p in the pound. 
Labour MPs bayed in horror, 
while one tabloid dubbed him 
“Nigel the Taxslayer”. Mrs 
Thatcher set out her philoso- 
phy on Europe in a speech in 
September, saying; “To try to 
suppress nationhood and con- 
centrate power at the centre of 
a European conglomerate 
would be highly damaging." 
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Fall seen in 
UK money 
indicators 

Further falls in indicators 
charting the amount of money 
in the UK economy have 
provided more evidence at the 
easing of inflationary 
pressures, raising hopes of 
an early cut in interest rates. 

Latest figures on money 
supply and bank lending from 
the Bank of England are 
consistent with the picture 
which has emerged in the past 
fortnight of a serious 
slowdown in the economy, 
verging on a recession. 

The figures will cheer Mr 
John Major, the chancellor, 
as providing evidence that 
bis anti-inflationary policies 
are working. 

However, they were 
accompanied by a signal by 

the Bank in its money-market 
operations that expectations 
by the City of an early 
decrease in the 14 per cent 
base rate may be p re m ature. 


Power share 
price to be 240p 

The government will announce 
this morning that shares in 
the regional electricity 
companies are being sold at 
a common share price of 240p 
to give an average annualised 
dividend yield on flotation at 
8.4 per cent. 

That gives an initial 
combined market value for 
the 12 companies together of 
about £52bn. Mr John 
Wake ham, energy secretary, 
took the final decision on the 
price at 2 pm yesterday 
afternoon. 

Initially, about 34 per cent 
of the jfts oe is being allocated 
to the public, 46 per cent to 
British institutions and 20 per 
cent to overseas investors. 
Strong demand would lift the 
proportion set aside for private 
investors to 55 per cent. 

JWT wins 
£30m account 

J. Walter Thompson, one of 
the UK’s largest advertising 
agencies, has won a £30m 
account for Nuclear Electric, 
the state-owned nuclear power 
company. 

Nuclear Electric, which 
operates nuclear power 
stations In England and Wales, 
plans to spend £10m a year 
on advertisi ng ov er the next 
three years. JWT will prepare 
a corporate advertising 
ium pai g n to create an identity 
for Nuclear Electric. 


Patten backs 
global treaty 



UK backing for a global treaty 
to protect threatened species 
was pledged last night by Mr 
Chris Patten, environment 
secretary. 

Mr Patten warned in a 
speech to the Natural 
Environment Research Cornual 
that up to a third of all species 

might be extinct by the year 
2025. 


DoE safety 
head rejected 

The Department of Energy’s 
head of North Sea safety has 
been rejected Cor a new post 
which Is to oversee offshore 
safety following recent official 
criticism of the department's 

pw fn wnawi* 


The criticism was contained 

in the Cullen report into the 
Piper Alpha disaster published 
earlier this month. 

The report recommended 
the transfer of all the 
responsibility for offshore 
safety from the Energy 
Department to the Health and 
Safety Executive. 

Mr Tony Barren, the BSE's 
director of technology, was 
appointed head of a new 
offshore safety division within 
the Energy Dep ar tment. 

Mr Jim Petrie, the . 
department's current director 
of safety, was passed over far 
tile post, although be wfll 
continue to work in the safety 
division, rep o r ti n g to Mr 
Barrell- 


Strategy urged 
for inner cities 

Inner city areas are suffering 

because of government 
“obsession" with market 
forces. sayB a Royal Town 
Planning Institute report. 

The report, the Caring far 
Cities survey, caBs for new 
strategies' to deal with urban 
revival which are agreed 
locally by residents, the 
private sector and the local 
authority. 

Mr Robin Thompson, the 
institute’s president, said the 
case studies showed just how 
constructive town planning 
can be. 

He said: “We do not have 
a balanced approach at present 
because of the doctrinaire 
obsession with the primacy 
of market remedies. 


Long-term 
jobless drops 

Unemployment has risen every 
month since April, but the 
number out of work for a year 
or more is according 

to employment secret a ry * 
Michael Howard. 

Long-term unemployment 
has fallen 6,080 to 508,000 in 
the time months to October 


Mr Howard noted that 
mire *eo and the nornoef “ „ 



Michael Howard: latest 
figures ‘encouraging’ 

to the lowest level far eight 
years, he announced. 

“This further fall in 


while smaller than in pre v iou s 
quarters, is nevertheless 
welcome news," said Mr 
Howard. “Furthermore, it is 
encouraging to note that wall 
over half of all those who . 
become unemployed leave 
unemployment within three 
mouths.” 


people without a job foraj" 

STmore had fallen by about 
100 ,000 in the past year 81011 ‘ 

Expansion plan 
for Air UK 

Air UR announced a big 
expansion programme 

involving new services. ] ae® 

aircraft, more jobs and a new 
uniform for its crews. _ 

The airline will be taking 
delivery of at least four BAe 
l«5jefcs next year to be us ea 
when it begins a thrice-daily 
service to Aberdeen, Scotl an d 
and a daily service to Nice. 
France, both from Gatwick. 

Air UK is also increasing 
the number of its Stansted 
flights to Glasg ow, Ed inburgh. 
Guernsey and Jersey. 

BR faces rail 
crash charges 

British Rail is to face 
prosecution over the Oapham 
rail crash In which 35 people 
died and neariy 500 were 

tadored two years ago. 

Charges centre an signal 
defects which were heavily 
criticised by an inquiry into 
the disaster conducted by Mr 
Justice DhMpn. There are to 
be no prosecutions of 
individuals. 

BR Is to be prosecuted under 
the Health and Safety at Work 
Act. 


knows an easy way to 
reduce energy costs. 




oday’s technology makes it possible for you to generate the heat 


Tb discover more of the advantages of a CHP system, contact our 


and power your company needs — on your own premises. The Technical Consultancy Service. It won't cost you a'periny. and could soon • 


system is called Combined Heat and Power. 

Here, high-performance turbines or reciprocating engines 
fuelled by natural gas. generate electricity, while “waste' heat is 
harnessed to provide process heating, space heating and hot 
water. A remarkably efficient system that delivers dramatic 
all-mund savings in energy costs. And not only Is Combined 
Heat and Power efficient, it's environmentally responsible too. 


place power quite literally at your fingertips. 


l^faobrTZl BriSshGas pfc326 Hgt Hrtbomteb*inWC1V7^] 
^SCOf^.or5nui^mNned^raiKlft)^brote(ire.Q =■ ... 
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Unions to 
hoist the 
green flag 

WHEN German trade 
unionists mounted a cam pai g n 
for a reduction in working 
hoars the; chose as their sym- 
bol a sm ili n g sun. When their 
British counterparts in the 
engineering industry 
embarked on a similar exer- 
cise. they adopted a dock. 

The difference illustrates the 
lack of Imagination British 
trade unions hare shown and 
their failure to broaden their 
appeal at the same time as 
pursuing narrow objectives. 

The question now Is whether 
environmental issues could 
provide a fresh opportunity for 
trade unions to attract the 
new groups they badly need to 
lift their falling membe rship 
figures. These groups include 
the increasing number of 
women in the workforce, as 
well as young people and those 
employees in the expanding 
new technology and service 
sectors. 

The first tentative steps are 
being taken to face some of the 
conflicts of interest that exist 
for trade unionists concerned 
about environmental issues 
but anxious, at the same time, 
to protect jobs. These conflicts 
are particularly apparent in, 
for example, the energy, 
motor, chemicals and packag- 
ing sectors. 

A policy document on the 
environment, which. has met 
with the approval of groups 
like Friends of the Earth, was 
adopted at this year’s Trades 
Union Congress conference. 
From that report has sprung 
the notion of "green shop 
stewards” and union participa- 
tion in companies' environ- 
mental audits. 

The GMB genera! union, led 
by John Edmonds, who chairs 
the TUC's environment com- 
mittee. has decided next year 
to target employers on green 
issues in the same way that 
the engineering unions picked 
off companies in their quest 
for a shorter working week. 

The symbol for the cam- 
paign has yet to be fixed but, 
if it is to achieve one of its 
likely objectives of forging 
new alliances and widening 
the union's membership base, 
erery effort will be made to 
avoid even a hint of a green 
spanner. 

Diane Summers 


S hell UK Oil's refinery 
at Shell Haven* east of 
London on the Tham es 
estuary, is not a pretty 
sight. Ills a sprawling complex 
of silvery pipelines and refin- 
ing vessels surrounded by a 
tangled spaghetti of pipes and 
valves. The vessels and pipe- 
lines are interspersed with 
scrubby grassland, catchment 
drainage ditches and a “farm", 
as it is called, of large tanks 
that hold crude oil and refined 
products. 

At the tail end of the refi- 
nery is a skimming operation 
which removes oil floating 
atop the tonnes of murky cool- 
ing water that Shell Haven 
draws daily from the estuary 
before spitting it back out 
again. A gentle aroma of oil 
infuses the area. 

David Pearce, manager of 
the refinery, does not have to 
make Shell Haven look pretty 
(an impossible task) but he 
does have to make it clean and 
smell sweet. That is not easy, 
and it promises to be expensive 
in the years ahead, painfully so 
for a business that has made 
money only occasionally in the 
past 10 years. 

"People do engage in this 
perverse behaviour of invest- 
ing in a business that does not 
earn a profit," says Pearce. Oil 
companies have been at it for 
years, although most hope 
eventually the investments 
will come good. 

Oil refining, besides being 
ugly and unprofitable, is a veri- 
table bundle of environmental 
hazards. Keeping liquid and 
gas hydrocarbons from escap- 
ing into the environment is 
arduous enough. Only last 
month a tanker loading heavy 
fuel oil at Mobil's Coryton refi- 
nery, just a stone's throw 
downstream from Shell Haven, 
spilt 50 tonnes into the water. 
Cleaning oil from water before 
discharging into rivers and the 
sea, or controlling smoke going 
up flue stacks into the atmo- 
sphere. is hardly much easier. 

Standards, particularly in 
the EC, for all these emissions 
are set to rise steeply in the 
years ahead. Meeting them will 
take hundreds of millions of 
pounds for each refinery just 
to stay in business, and the 
investment is unlikely to earn 
any financial return. In addi- 
tion. the risk of becoming 
uncompetitive by choosing the 
wrong technology and signifi- 
cantly exceeding or failing 
short of standards is great 
because the standards them- 
selves are changing. 

While Britain's oil compa- 
nies nervously await final gov- 
ernment decisions on how they 
are to cut sulphur and nitrogen 


Steven Butler describes the predicament facing oil 
companies in cleaning up their refining processes 

Dragged down 
by the anchor 



oxide emissions in the years 
ahead, they are locked into 
debate among themselves over 
the advisability of acceding to 
the latest recommendations on 
oil discharged into water by 
the Paris Commission, an 
organisation of European coun- 
tries whose wastes affect the 
North East Atlantic ocean. To 
date only Britain still rejects 
the commission’s move to limit 
oil discharged into water to 
three grams per tonne of oil 
processed. 

Reflecting the view of most 
British oil companies, Reg 
Clay, manager of Esso's Paw- 
ley refinery, says: “The stan- 
dards which need to apply to a 
coastal refinery like Fawley 
ought to be different from a 
refinery on the Rhine." 

Clay, who manages Britain’s 
largest refinery overlooking 
the recreational boating area of 
Southampton Water, argues 
that the sea is able to absorb 
small amounts of oil with no 
measurable environmental 
impact, while fresh water is far 
more sensitive. But Pearce at 
Shell Haven says: “We just 
accept the Paris Commission 
recommendation as something 
we will comply with." 

Oil in water at the refinery 
comes from two sources. First, 
oil arrives at the refinery with 
an average water content of 
about *4 of a per cent. Salt is 
also removed from oil by dis- 
solving it in water. As this 
water is separated out, it inevi- 
tably retains traces of oil. Sec- 
ond. in older refineries, mean- 
ing every refinery is Europe, 
“once through'’ water is used 
to cool refining vessels. While 
in theory the water is com- 
pletely separate from the oil, in 
practice small leaks in old refi- 
nery units are almost impossi- 
ble to prevent. 

Clay says that Fawiey last 
year discharged 3.2 parts of oil 
per million parts water, com- 
pared with a government-im- 
posed standard of 5ppm. Yet 
even this is much greater than 
the amount proposed by the 
Paris Commission. 

“Our first option is to go for 


maximum security of leaks," 
says Pearce. Beyond that, how- 
ever, “the only way we could 
hope to comply [with Paris 
Commission standards) is not 
putting out any water at all, 
except that which is biologi- 
cally treated." 

Modern refining systems typ- 
ically are air cooled or use 
closed-system recirculated 
cooling water. Older equip- 
ment could be retrafited with 
closed systems and oil-eating 
microbes sent to work on any 
water that does go out, but this 
is likely to lead to tens of mil- 
lions of pounds in investment 
for each refinery. Besides, most 
oil companies believe that the 
return on investment in terms 
of environmental benefit would 
be negligible. 

While the industry could 
comply with these sorts of reg- 
ulations if necessary, there is a 
broader question raised: If soci- 
ety has limited resources with 
which to combat environmen- 
tal degradation, would this be 
the best use of these resources? 
Even Shell, which offers the 
least resistance to the Paris 
Commission recommendations, 
does not argue that it is. 

The removal of sulphur both 
from refinery exhausts and 


from fuels produced in refiner- 
ies is more unambiguously 
worthwhile, although it is a far 
more expensive problem to 
address. Britain has agreed to 
comply with the European 
Commission’s large combus- 
tion plant directive, under 
which sulphur dioxide emis- 
sions nationwide are to be cat 
to 60 per cent of the 1980 level 
by the year 2003. The govern- 
ment, however, is still working 
out how this would apply to 
standards for refineries. 

The refineries have two 
choices on emissions - to 
remove sulphur from refinery 
fuels or to collect it as it goes 
np flue stacks. Either way the 
expense promises to run into 
hundreds of millions of 
pounds, although removal 
from feuds before combustion 
is likely to prove the preferred 
route. 

Pearce says the removal of 
sulphur is closely linked with 
processes that could reduce 
carbon dioxide emissions as 
well. Modern refineries pro- 
duce light refined products, 
such as petrol, from heavy 
fuels by splitting molecules 
and increasing the ratio of 
hydrogen to carbon atoms. 
This can be done either by 


removing carbon, through cat- 
alytic cracking, or by adding 
hydrogen, through hydrotreat- 
ing - injecting hydrogen 
under pressure at a high tem- 
perature. 

Removing carbon leads to 
the production <rf coke, which 
is ftipn burned, thus producing 
C02 and doing nothing to 
remove sulphur. Hydrotreat- 
ing, however, produces no 
residual coke, and also can be. 
used to remove sulphur, nitro- 
gen and metals. . 

The choice between pro- 
cesses, however. Is not simple. 
Shell Haven is a relatively 
small refinery, processing 5.4m 
tonnes of crude last year, and 
it is able to supply hydrogen 
from other refinery processes. 

Shell js committed to dewd- 
oping hydrotreating processes. 
However, its Hycon process for 
converting heavy oils has run 
into, at the very least, consid- 
erable teething difficulties on 
bringing the process intolarge- 
scale commercial operation. 
Analysts also say that even if 
these difficulties can be over- 
come the technology would 
require that heavy crime prices 
be at a much steeper discount 
to medium and light crude 
than has been the case. 

In short, there is no painless 
solution. Sulphur removal will 
be a high cost process, raising 
difficult questions about 
whether consumers would be 
willing to pay for this. Shell 
Haven itself was on a list for 
possible closure because of 
poor profitability, until a deci- 
sion was reached in July to 
invest ElBSm in an upgrading 
programme “We had to argue 
that there was a place for Shell 
Haven in Shell’s refining struc- 
ture," says Pearce. • 

Shell Haven’s profits are 
equal to the sales prices of 
refined products minus crude 
oil prices and operating and 
capital costs. Following the 
Gulf crisis, which temporarily 
caused product prices to rise 
more rapidly than crude prices, 
Shell Haven was making 
money again, at least for a ; 
short period of time. However, 
Pearce says: “This year has not 
been very good." 

Indeed only on the occa- 
sional good year in the past 
decade has refining oil in 
Europe turned a decent profit, 
and almost never enough to 
cover replacement capital 
costs. It is against this sort of 
financial background that refi- 
neries are expecting to be 
forced to make hundreds of 
millions of pounds of invest- 
ments in order to meet the 
environmental standards likely 
to be imposed in the coining 
years. 


Pollution busters 


head for 

By John Hxmt 

D ire warnings have beat 
given by Chris Patten, 
the UK environment 
secretary, that British export- 
ers could lose out to foreign 
competitors in the race to cap- 
ture overseas markets for pm- 
hztion control eqodpmmil. 

Britain is in danger of lag- 
ging behind to eastern Europe 
where the market for equip- 
ment to dean up the environ- 
mental devastation left by the 
communist regimes is esti- 
mated at about £8bn a year. 

The hesitancy is understand- 
aide. There is shortage of bard 
currency available to pay for 
contracts, and legal and com- 
mercial confusion during the 
transition t o a fl ee market will 
remain for same time. , . 

Deals were previously con- 
cluded with state trading 
organisations but western busi- 
Tw sfanen are now freed with a 
variety of independent organi- 
sations and btugeocdhg compa- 
nies- “It is no good relying on 
oat of date informatiCBi about 
these countries," says Max 
Hobbs, group marketing dire©- 
‘tor of Insituform Services. 
“You have to get your wefitea 
on and go out there." 

His company, which manu- 
factures a new system for 
repairing pipelines, has already 
started to penetrate eastern 
Europe. At the International 
Environmental Engineering 
ttvhfhfrirm hi Brno, Czechoslo- 
vakia last month, Hobbs was 
swamped with enquiries. 

The company has • last 
repaired two pipelines under 
Vltava river in Prague which 
were causing potation. Under 
the Insituform system a eyito- . 
dor is inserted to the damaned 
pipe and expanded to jffovidea . 
new lining. The company is 
now negotiating for a Job on 
sewCT^pj^- at Moscow State 

Chris Salter, a' director of 
Just Water, a West Lothian 
company producing water puri- 
fication equipment, was sur- 
prised at the interest shown in 
Czechoslovakia. On the first 
day at Brno he had SO 
enquiries. He was i n terviewed 
on local radio and his product 
appeared on the TT newt. 

The extent of water potation 
to Czechoslovakia was dear to 
Brno itself. Until two week ago ' 
residents of this heavily Indus- 
totalised town were being 


the East 


warned not to drink the water 
without boiling it. 

One of the main needs in 
eastern Europe is for potation 
monitoring- equipment. The 
technology is not available 
there foe M e a su rin g potation 
let atone dealing with It. Open- 
toga exist for conqaanies such 
as VG Instruments, a division 
of FJsons, which was at Brno 
with. Its selling agents Uni-Ex- 
port Instruments. It provides a 
whole range of instruments for 
detecting toxic gas, minute 
quantities of lead or mercury, 

impurities in drinking water or 

applications for soft analysis. 

It js not a market for Dy-by- 
nlghta who cotue to to make a 
Quick sate. Servicing of equip- 
ment is .important and the 
company has service arms in 
Czechoslovakia and other 
countries of the region. The 
need to think long term is 
stressed by Jan Campbell, 
chairman and chief executive 
of Campbell Concept of Wey- 
bridge, Surrey, which speci- 
alises in development and 
investment opportunities in 
eastern Europe. 

Campbell is dealing with a 
project where the Czechs hare 
developed technology for turn- 
ing ash into artificial stones. 
The Grab, sponsors are putting 
np haff the money but need a 
farther £100.000 from the West. 

. The Czechs face vast envi- 
ronmental problems. Tall 
chtomeysr belch smoke from 
the sulphurous brown coal 
which causes acid rain. In 
Northern Bohemia; near the ' 
German frontier whole areas of 
finest bad betotadly damaged 
by odd rata - 

Bedrich Malden, environ- 
sushi minister fur the Czech 
Republic, emphasises that be 
wotod like British companies 
to estabtoh joint ventures with 

the Czechs: to tackle these 

“ — — — . • • - 

Under the EC PHARE pro- 
gramme financial support for 

- Poland and Hungary Is likely 
to be extended to Czechoslo- 
vakia and other eastern Euro- 
pean states, ft Is also hoped to 
secure funds from the United 
States Seed (Support for East- 
on European Democracy} pro- 
gramme and from the World 
Bank. “We are now trying to 
Solve problems that were 
solved to Britain 5ft years ago," 
says Motdan. . 
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than 6,000 times. 

What’s truly amazing, 
however; isn't that all this hap- 
pened in one eight-hour 
period 

Itfe that it happens in every 
eight-hour period 


The fact is, Boeing planes 
land every four and a half 
seconds. 

Of every minute. Of every 
hour Of every day. 

And this yeai; Boeing jet- 
liners will carry over 850 


million people over five 
billion miles on over seven 
million flights throughout 
the world 

Boeing. Wfe don’t just 
deliver a lot of airplanes. We 
deliver a lot of people 


In the first hour you were 

asleep, some 850 Boeing jet- 
liners landed 

In the second hour, 
another 850 touched down. 
And within eight hours, 

Boeing planes came in more 


While you slept last night, Boeing airplanes 
landed 6,000 times throushout the world. 
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EAST JAPAN RAILWAY COMPANY 


JR-EAST 


EvSEnffi 



1990 


JR East is Japan’s largest passenger railway. Since 1987, 
when it was created through the privatization of the 
Japanese National Railways, JR East has gone from 
strength to strength, making it the company to watch. 
Why? JR East has enhanced its financial position by 
reducing long-term debt, increasing revenues and by 
dramatically improving profitability. 

At the same time, JR East has moved decisively into 
hew; businesses. Like housing and resort development, 
hotel and real estate management food and beverage 
services, retailing, trading and information services. 


By the year 2001, these areas should account for more 
than 50% of JR East’s total revenues. 

And there's more. Within the next two years, JR East 
intends to take its stock public. Yet another reason to 
make JR East the company to watch. 


1989 


1988 


Operating Revenues 

/Billions-: of Yon! 


1664 

1566 - 

' ,--r~ 


Opcrating Revenues from 
Other Operations 

•• Billions of Y-.*o; 


Net Income per Share 
of Common Stock 
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Lung-Term Debt 

[Billions of Yen’! 
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Corporate Data 

Head Office 

Ejit Japan Railway Company 
6-5. MatunoiKni 1 -cnomc. 
Cnivoda-ku Tbhvo liM. Japan 
Phone- <0?l 240-5663 
Fannie- (03) 340-5616 

New work 

E.T5I Japan Railway Comoanv 
New York Oiticc 
J5 Rockefeller Pazo. 

New fori.. NY Win. USA. 
Phone: (2«2) 757-9070 
facsimile. (2i2i 664-7624 

Parts 

Easi Japan Railway Company 
Pans OHico 

24-26. rue cn la P6pim6r<j. 
F-7S00B Pane. France 
Phono (I) 45-22-60-48 
Facsimile, M) 43-87-32-87 

Number Of Employees: 

30.056 

Number of Stations: 

1.702 

Number of Boning Stock: 

14.009 

Average Daily ThUn Runs: 

12.264 (As cd March to. 1990) 
Passenger Line Network: 

7/-S8 .domeieri 
Passengers Served DaBy; 

15 million (appior , 

Population of Operating Aiea: 

56 million (appro* ) 

For further information ana copvs 
of oiv Annual Report, Fact Boot 
and other puokcattons. please 
vrne to tho Finance Department 
m oip Head OfSco. 


Net Income 

(Billions of Yen) 
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MANAGEMENT 


Simon Holbsrton begins an occasional series which will examine the problems facing companies 
as Britain’s recession deepens and how well placed they are to pull through 

the great leveller is confronted 
deficiencies are laid bare 



I t is no longer a question 
or whether we are in a 
recession, but of how deep 
and prolonged it will be. 
The economic indicators 
have begun to tell us what 
company results and surveys 
by the Confederation of British 
Industry have been saying for 
months: output is falling in the 
face of weakening demand and 
company profits are being 
squeezed. 

Most companies can make 
money in a boom but recession 
is the great leveller. It has the 
habit of exposing the Haws in 
ambitious growth strategies. 

The onset of recession in the 
UK bas laid bare management 
deficiencies masked by the 
high-growth, debt-fuelled boom 
conditions of the mid- to late- 
1980s. Companies are now 
engaged in a scramble to repair 
their overstretched balance 
sheets by cutting costs. 

Stars of the 1980s. such as 
BET, the international support 
services company, and APV, 
the UK engineer which manu- 
factures food-processing equip- 
ment, are now finding that 
their debt-based growth strate- 
gies are coming unstuck. Ris- 
ing interest payments are eat- 
ing into profits. 

Even companies with sound 
balance sheets, such as Impe- 
rial Chemical Industries and 
British Steel, have instituted 
programmes to control costs 
and cut investment spending, 
in the case of the former, and 
payrolls in the case of the lat- 
ter. 

More generally, companies 
are considering and enacting a 
broad range of measures to 
cope with the downturn, all of 
which are designed to cut 
expenditure. The two main 
areas are labour costs and 
expenditure on investment. 
Employment policies from the 
shop-floor to the boardroom 
and all areas between are 
being reconsidered. 

Boardroom coups, sometimes 
initiated by shareholder dissat- 
isfaction, sometimes by strong 
non-executive directors, have 
resulted in high-level depar- 
tures. especially where growth 
strategies associated with a 
powerful chairman/chlef execu- 
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MANAGING IN 
RECESSION 

five have begun to unravel. 

The combining of the roles of 
chairman and chief executive 
is now decidedly out of fash- 
ion. Large institutional share- 
holders are objecting to it 
because of issues of concentra- 
tion of power. It is no coinci- 
dence that those cbair- 
men/chief executives who have 
resigned have been associated 
with growth strategies that 
have left their companies with 
too much debt 

Last week's resignation by 
Sir Ralph Halpern from his 
position as chairman and chief 
executive of the Burton Group 
was just the latest in a series 
of top-level resignations that 
Include those of Michael Hen- 
derson of Cookson, John Mar- 
vin at Hickson International 
and James White at BunzL 

Cookson is now paying the 
price for nearly £800m of acqui- 
sitions it made over the past 
five years. It has sold its 5Q per 
cent interest in Tioxide to its 
partner ICI for £17lm and 
Cookson Graphic to Interna- 
tional Paper of the US for 
£1-1 7m. The sales should reduce 
Cookson’s debt to around 
£260m - about half of share- 
holders’ fUnds - but still the 
company will have to reduce 
spending on investment and 
research and development. 

But the men at the top are 
not the only ones to feel the 
sharp winds of recession. Brit- 
ish Steel, which is facing con- 
tracting margins and slack 
demand, plans “significant 
redundancies” in its white-col- 
lar workforce of 12,500 to raise 
efficiency levels. This is con- 
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Recent headlines point to the onset of the effects of recession 


sistenfc with the reviews many 
companies have been making 
of their middle management 
requirements. 

According to lan Gooden, a 
consultant at OC&C. a manage- 
ment consultancy, in the high 
growth period of the latter part 
of the 1980s, companies did not 
look at middle management 
with the same hard-headedness 
as they had been forced to look 
at the shop-floor during the the 
early 1980s. 

Middle management’s func- 
tion is “two thirds administra- 
tion - quietly passing infor- 
mation up, down and sideways 
- and one third decision mak- 
ing " he says. “Companies are 
now trying to replace this tier 
of middle management with 
information systems or doing 
without the middle managers 
by pushing responsibility 
deeper into the core of their 
business." 

British Telecom is a good 
example of this. The onset of 


recession has added impetus to 
plans under way to take a sig- 
nificant number of middle 
managers out of its organisa- 
tion. Mike Grabinder, director 
of quality and organisation, 
says the “delayering” of BT 
will save money but its princi- 
pal aim is to bring the organi- 
sation closer to the customer 
so as to meet customer needs 
in a more timely fashion. 

Further down the Hnn jobs 
are also being cut The Engi- 
neering Employers’ Federation 
in September forecast job 
losses of up to 80,000 in tbe 
coming year. ECC Group, for- 
merly English China Clays, 
plans to cut 750 jobs over the 
next five months; Howden 
Group, the Scottish engineer, 
is closing its Renfrew plant 
near Glasgow, with a loss of 
500 jobs; and, the over- 
stretched Laura Ashley has 
plans to close five factories in 
the UK with a loss of 1.000 jobs. 

But the trend towards tradi- 


may sett petals 
cut borrowings 


tional job cutting as a way of 
responding to recession con- 
cerns some who believe it may 
prove short-sighted. Says Brid- 
get Litchfield, of Focus, an out- 
placement consultancy: “Com- 
panies are getting rid of experi- 
enced people at a time when 
we are told there will be labour 
shortages in the mid-1990s.” 

Investment is the other area 
where British industry is cut- 
ting back. Id, which is looking 
hard at getting its fixed costs 
down, will cut at least £l 00 m 
from its previously planned 
£lbn capital expenditure plans 
for 1991. In planning the cuts, 
Alan dements, tbe company’s 
finance director, says: “We did 
the figures on what we could 
afford to spend without letting 
interest cover (how many 
times pre-tax profits cover 
interest on borrowings] slip 
below 5 or 6 times." 

BET - one of the high 
growth stars of the lS80s - bas 
found it necessary to curtail 


drastically capital expenditures 
because of high debt levels. In 
the first half of the year capital 
spending fell to £l66m '■£ 
nearly half that of the previous 
corresponding period — and 
Nicholas Wills, BET's chief 
executive, says he is’ deter- 
mined capital spending will be 
cut by a further ElOOm in the 
second half. 

“We have now severely tight- 
ened our controls from the cen- 
tre." he says. "Capital expendi- 
ture has been frozen except 
with my personal sanction.” 

But some companies are 
bucking the trend towards cuts 
in capital spending. In August. 
Michael Montague, chairman 
of Yale and Valor, the security 
and home products group, ini- 
tiated “Operation Hairshnf, a 
company-wide cost-cutting 
drive with a difference; manag- 
ers were not allowed to recom- 
mend cuts in spending on new 
product development and capi- 
tal investment. 

He says that Operation Hair- 
shirt has been completed. Cost 
savings resulted in Yale and 
Valor’s workforce being cut by 
500 to 7,500. But investment 
has been preserved. 

In an industry where prod- 
uct life-cycles tend to be 
around five years, “new prod- 
ucts are the seed corn of 
tomorrow,” Montague says. “If 
we neglect that then our com- 
petitors would be in a str o ng er 
position than they would oth- 
erwise be.” 

The evidence so far is that 
British industry is on the 
defensive; and its response to 
tbe gathering downturn is 
depress ingly similar to indus- 
try's reaction to the recession 
of the early 1980s. 

Investment plans are being 
clawed back; jobs are being 
cut; and management consul- 
tants are being called in to 
advise on “restructuring”. As 
with last time, there appears to 
be a marked reluctance on the 
part of companies to make 
savings by cutting dividend 
payouts, the recent decision by 
Bsrratt Developments, the 
house-builder, to do so not- 
withstanding. 

While all these developments 
have served to foster a growing 



1972 74 

Interest gearing _ 

Interest paid as percentage of preJnwre* pm» 



1976 78 80 82 84 86 88 90 

Note: Sources are *U8S PhBHpe S Drew JSr?S!nS 

(excluding qu ccmpariaolTnmr" PeptrttWH * * In^uaUywvg 

the government to be at 
around 35 per cent of pre-tax 
profits - higher than in 1974 
an d about the level of 1980/81. 
For the top 160, interest gear- 
ing is half that. 

Company . sector liquidity 
{short-term assets as a percent- 
age of short-term liabilities) 
a rfTmiar story. Officially, 
estimates indicate that compa- 
nies’ liquid assets are annual 
79 per cent of their liquid lia- 
bilities. But for large compa- 
nies, liquid assets are l'A times 
their liquid liabilities. 

As for the financial deficit 
(retained earnings less invest 
ment and stock appreciation) 
Phillips & Drew can find little 
of the estimated £Z4-7bn short- 
fall in 1989 accruing to the top 
160. For tbe companies it fol- 
lows, Phillips & Drew esti- 
mates a financial deficit of 
£3-3b& in 1989. 

The message from these 
observations is clean the lion’s 
share of the adjustments in 
this recession will be felt by 
the small and medium-sized 
sector of British industry - 
the sector least able to raise 
equity finance and, therefore, 
as the data show, the one most 
dependent on the banks for 
finance. The large should 
escape relatively unscathed; 
the corollary, of course, is that 
it is a lot worse for the rest 


sense of gloom, it is by no 
y npans clear that the re ces si o n 
of the early 1990s will be as 
severe as that of the early 
1980s, although the signs 
already are th** it will be pain- 
ful and the prospect of a war m 
th e Gulf remains the joker in 
the pack. 

But whatever happens there 
is evidence that the financial 
state of UK industry is signifi- 
cantly different this time 
round c ompare d with the early 
1980s. This is what emerges 
from research carried out by 
UBS Phillips & Drew - and it 
is also possible to conclude 
from tbe UK stockbroker’s 
findings that a disproportion- 
ate amount of the adjustment 
is likely to foil on small and 
medium-sized companies. 

P hilli ps & Drew follow in 
detail the largest 160 industrial 
companies listed on the Lon- 
don Stock Exchange- Their 
research indicates (see charts) 
that' while the government’s 
data on companies’ Interest 
gearing, liquidity gad flmacM 
deficit shows them at their 
bust precarious for decades, 
the situation for larger compa- 
nies is relatively «m p ii n> 

Interest gearing (interest 
payments as a perce n tage of 
pre-tax profits) for aU indus- 
trial and commercial coi _ 
nies in Britain is estimated: 
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Your voyage will be a timeless treasure, 
filled with adventure and elegance. 

Down one of tbe world’s most beautiful rivers, tbe Nile, you will discover 
the mystery of 7,000 years of tbe ancient Egyptian civilization on board 
the luxurious Sonesta Nile Goddess. 

For information and reservations: 

SONESTA HOTELS & NILE CRUISES 
C/o Cairo Sonesta Hotel 

Tel: 609-444 or 611-066 - Tlx: 93242 or 21918 UN - Fax: 619980 
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AUTOMOTIVE FILTERS 
INDUSTRIAL COMPANY 
“AFICO FILTERS” SAE. 


* Manufactured in Egypt, 
licensed by FRAM Filter, USA & Europe. 
★ Has die first factory in Africa and tbe 
first laboratory of its kind in tbe Middle East. 
* Rated first in Filters. 

★ Life Insurance for your car. 


Automotive Filters Industrial Co. 

“Afico Filters” S.A.E. 

Industrial Park B2, Tenth of Ramadan City 
Tel: 015/362150 - 362130 
Administrative Department: 

1 Adly Kafafi St. Heliopolis, Saint Fatima. 
Tel: 2429306 - 2429896 Fax: 938447 
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117777 OVER 100 PAGES OF METICULOUSLY RESEARCHED 
INFORMATION - PRESENTED IN A CHOICE OF THREE 
SUPERB FINISHES -THE FINANCIAL TIMES DIARY MUST BE 
YOim CHOICE FOR 1991 ' 

The FT Desk Diary is an invaluable aid to 
good management. Not only does it make day-to-day 
planning simpler and more efficient, its also 
indispensable as a permanent ready -reference 
scarce. In fact, it* like having an international 
business database on band •whenever job 
it Ail information has been roelicuioosiy 
researched with everything easy to find 
and clearly laid out - just as you would 
expect from Europe* leading business 
newspaper, the Financial Times. After 
all, our reputation has been founded on interpreting 

THE CONTENTS THAT MAKE IT MORE THAN A DIARY! 

Borinea Directory. Slock Market glossaries and top 100 Intwrnattp nai 
banks. Business TVareL Surveys corering airports, car hire, hotels, visa and 

currency regulations. Statistics and Anafysb. Graphs Stowing mqjor international 

indexes. Detachable thumb-indexed address/tetephooe dbettoiy. 

Diary Section. Suns from 3rd December 1890 - 2nd February 1992 and 

shows a week to view, international public holidays, number of days passed and left 

in the year-together with tax and calendar week numbers. Plus the 

1991 calendar on each page. 

THE DIARY OF THE YEAS IN THE'BlNfilNG OFYOUR CHOICE 

To match individual tastes and budgets, there* a selection drearer bi nding* 
to choose from - rich black leather, burgundy bonded leather or black leatheicfoth. 

THE CHAIRMANS SET. 

A desk and pocket diary set bound in rich brown leather, finished in fine gold 

tooling and complete In its own presentation box. Whether yoo give it tossy ‘thank 

you' or keep it for yourself, It's sure to impress. 

THE PAGE A DAY FT PINK DESK DIARY. 

Equally at home on a desk or iri a briefcase, the FT Pink Desk Diary 
with its innovative format gives you ample space for .each dayb notes' and 
business expenses. It is covered in Mack bonded leather: 

THE FT APPOINTMENTS DIARY. 

Its unique two days a page format is dhded into 
hourly time segments. It is covered in black simulated 

leather with matching ribbon and ptush cream 
paper with gOt edging. 
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THE FT PERSONAL ORGANISER. 

BeautiAilty produced with V black' or burgundy leather 
com It includes a fortnight- to-vkvr Diary, Notes, 

Addresses and Information (maps, UKand 
overseas business centres guides and other useful facts). 

Refill packs available. 



FT COLLECTION - 
A QUAUTT PROPOSITION 
What we’ve shown here is but a small sample of 
the wide range in the FT Collection, so why not send 
for the FT Collection colour brochure and see for yourself- it is packed with 
many invaluable business essentials from diaries to document cases. Contact 
us now on 071-799 2003, or write to FT Collection, FT Business Information 
IXd, 50-64 Broadway, London SW1H ODE, or send yonr business card. 

FIRST IMPRESSIONS THAT LAST 

All items will be doubly welcome if they are personalised with Initials 
and/or surname in high quality, long-lasting, gold blocking. Iri this kind of 
personal touch that enhances the pleasure and worth to tire lisen 

THE WORLD’S MOST APPRECIATED BUSINESS GIFTS. 

Our business gift services include • Cold blocking 
of your logo • Up to right publicity pages in the diaries 
and personal organiser • Direct despatch ofyonr gifts to 
the recipients together with your compliments slips or 
greetings cards • Samples. We will even reserve yoor 
choice of FT Collection gifts if you are unable to finalise 
jour gift list early in the year. 
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to ending a client’s 
waste management 
problems is to start 


f. . ■ . • 


During the last 20 years, Raytheon has 
quietly become a leader in the design and 
construction of large-scale pollution control 
systems. 

The business of protecting the envi- 
ronment has grown, currently increasing by 
billions of dollars each year So top, the 
environmental business ofRaytheons Badger 
and United Engineers & Constructors 
subsidiaries has also grown. 

Solving Problems for Blue-Chip Clients 

Badger has established stafce-ofthe-art 
environmental control systems in numerous 
industries. Clients indude BFGoodrich, 
General Electric Company* Dow Corning 
Corporation and Betro-Canada Inc. 

Badger offers a unique approach to 
treating polluted materials. Instead of only 
dealing with waste as it comes out of a pipe, 
Badger treats the problem at the source, and 
as it moves through the entire process. 


Solving Air, Land and Whter Problems 

Raytheon is solving some of the 
toughest air; land and water problems on 
earth— including gasoline reformulation by 
refineries, nuclear waste management, 
waste-to-eneigy projects and disposal of 
hazardous industrial waste. 

For more information on Raytheon’s 
experience and capabilities in solving a 
company’s environmental problems, not just 
a single part of them, please write: Raytheon 
Company, Q Tower, New Malden, Surrey 
KT3 4HH, England. Or Raytheon Company, 
141 Spring Street, Lexington, MA, USA 02171 



Badger’s installation of pollution controls at BFGoodrictfs vinyl chloride 
plant at La Pbrte, Texas, effectively treats vent gas, organic liquids, heavy 
metals and contaminated waten 



An established environmental team solving some of the toughest problems on earth. 


™ i«o. hoard 

f * r ™*“ rt ManBon: 0131 1* 
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SCOTLAND 


The FT proposes to 
publish this survey on 
December 14tb 1990. 
It will be of special 
interest to the 
thousands of the 
senior decision 
makers world wide 
who are regular 
readers of the FT. 

If you want to reach 
this important 
audience. call 
Kenneth Swan on 
031 220 1199 or fax 
on 031 220 1578 
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FT LAW REPORTS 


Expert’s witness need not disclose privileged report 


DERBY v WELDON 
Court of Appeal (Lord Justice 
Dillon. Lord Justice Ralph Gib- 
sou and Lord Justice Staugh- 
tonh November 6 1990 

An expert witness's report pre- 
pared by a party to litigation 
for t he purposes of the trial, is 
privileged until disclosed by 
that party, and if he expressly 
disclaims any intention to 
adduce oral evidence on the 
topic referred to in the report, 
the court cannot override the 
privilege by ordering disclo- 
sure. 

The Court of Appeal so held 
when dismissing an appeal by 
the plaintiffs, Derby & Co and 
others, from Mr Justice Mum- 
mery's decision (FT, November 
6 1990) refusing their applica- 
tion for an order for disclosure 
of the defendants' expert 
accountant's report in an 
action against Mr A.H.D. Wel- 
don and others. 

Order 38 rule 36(1) of the Rules 
of the Supreme Court provides: 
“Except with leave of the court 
or where all parties agree, no 
expert evidence may be 
adduced at the trial . . . un- 
less the party seeking to 
adduce the evidence - (a) has 
applied to the court to deter- 
mine whether a direction 
should be given under rule 
37 . . ." 

Rule 37: . . where ... an 

application is made under rule 


36(1) in respect of oral expert 
evidence, then, unless the 
court considers there are spe- 
cial reasons for not doing so, it 
shall direct that the substance 
of the evidence be disclosed in 
the form of a written 
report . . 

LORD JUSTICE DILLON said 
that on February 28 1990 the 
parties were given leave to call 
ou five categories of experts 
including an accountant Their 
reports were to be mutually 
disclosed. 

The plaintiff retained a Mr 
Bridger as their accountancy 
expert. The defendants 
retained a Mr Munson. 

The action arose out of the 
purchase by Salomon Inc, or 
companies in its group, of the 
sbare capital of a company 
called Cocoa Merchants Ltd 
(CML), the second plaintiff. 
Accounts were prepared for the 
purpose of the purchase. It was 
said that the company's indebt- 
edness disclosed was fraudu- 
lent to deceive Salomon and 
that the accounts were false 
accounts. 

By an amendment to the 
statement of claim the plain- 
tiffs alleged an “alternative ini- 
tial conspiracy’*, and set out 
that the accounts produced 
were deliberately false 
accounts and that Salomon 
and its associated companies 
were thereby tricked into buy- 
ing CML. 

The accountancy experts 
proceeded to prepare their 


statements in considerable 
detail, commenting on the 
accountancy matters which 
arose. Their initial reports 
were exchanged on July 4 1990. 

The reply reports were 
exchanged in August Mr Mun- 
son in his reply report said 
that matters dealt with in Mr 
Bridgets report which at that 
time were not included in the 
statement of claim but which 
had now been brought into the 
pleadings, would be dealt with 
In a supplementary report. 

Tbe defendants had now 
decided that they were not 
going to put in any report deal- 
ing with the alternative initial 
conspiracy. 

The plaintiffs, however, bad 
served a further report on the 
alternative initial conspiracy. 
They applied to Mr justice 
Mummery for an order that the 
defendants serve within 43 
hours a report of the expert 
evidence on the alternative ini- 
tial conspiracy; and that failing 
such service, the defendants be 
debarred from relying on 
expert evidence on that subject 
or from challenging the plain- 
tiffs’ expert evidence on that 
subject. 

Mr Justice Mummery 
refused to order the defendants 
to serve an additional expert 
report, and refused to debar 
the defendants from challeng- 
ing by cross-examination the 
plaintiffs’ expert evidence on 
the subject of the alternative 
initial conspiracy. 

He gave tbe plaintiffs leave 


to serve their further report 

The present appeal was 
against the Judge's refosal to 
direct the defendants to serve 
their expert's report on the 
subject of the alternative ini- 
tial conspiracy. 

The plaintiffs accepted the 
ruling that it was open to the 
defendants to test the plain- 
tiffs’ expert evidence by 
cross-examination. That must 
be so because it was always 
open to a party, within certain 
parameters, to test the evi- 

The established practice 
was for the expert who had 
made a report to be cross- 
examined on that report It 
was not necessary for the 
expert to anticipate every- 
thing that might be put in 
cross-examination. 

dence of the other side, even 
though the party hi m«»if was 
cot proposing to call evidence 
on the particular topic. 

The crucial question was 
whether the court had power 
to order the production by the 
defendants of a further report 
on the alternative initial con- 
spiracy. 

It was conceded by Mr Puxle 
for the plaintiffs that, in accor- 
dance with old practice, an 
expert witness's report pre- 
pared for a party as proof of 
evidence for trial of an action, 
was a privileged document, the 
privilege being that of the liti- 


gant, not the expert 
That was why, before the 
Rules of the Supreme Court 
were amended to introduce 
Part 4 of Order 38 as It sow 
was, there was no sanction for 
achieving disclosure of experts’ 
reports in advance of the trial, 
though It was open to a party 
to waive privilege by voluntary 
disclosure. 

The provisions in Part 4, in 
particular rule 36 and other 

rules, did not have the direct 

effect of overriding the privt 


What they did was to 
empower the court to make ft a 
condition of a party's ability to 
adduce expert evidence at the 
trial that be should have given 
prior notice cf s uch evidence in 
the form of a written statement 
served on the other parties. 

It might be that he could be 
compelled to disclose any docu- 
ment referred' to by his expert 
In the expert's report and in 
effect incorporated in the 
report, but that was not this 
case. What the plaintiffs 
wanted was, if ft gristed, the 
report prepared by Mr Munson 
on the alternative initial con- 
spiracy, or alternatively, that 
such a report should be pre- 
pared and disclosed. 

Mr Justice Mummery was 
right in taking the view that 
that was a matter which he 
had no jurisdiction to order. 

The party could choose 
whether or not to call his 
expert. His expert's report, 
until disclosed, was privileged. 


When it was disclosed it lost 
the privilege, but that did not 

waive privilege automatically 
aver the thoughts of the expert 
on a topic with which he bed 
expressly disclaimed dealing- 

It was not necessary for the 
expert, for the purpose of put- 
ting his clients' foil case before 
the court, to anticipate an pos- 
able lines of cross-examination 
that might occur to him. 

The established practice was 
for the expert who had made a 
report which was disclosed, to 
be cross-examined on that 
report and it was not necessary 
for the expert to anticipate 
everything that might be put 
in cross-examination. 

The Rules, as at present 
drawn, did not give the 'court 
power to anticipate cross-exam- 
ination by requiring the expert 
to answer further questions or 
make a further report before 
he went into the witness box. 

Mr Purle submitted there 
was a general discretion in the 
court to make any orders 
which were necessary and rea- 
sonable as ancillary to the 
adminis tration of justice at the 
of an action. 

But in this particular terri- 
tory ft was a matter for tbe 
Rules Committee to make any 
amendments to the Rules 
which were necessary to 
change the procedure, ft was 
not for the individual judge to 
make up a new procedure. 

Mr Purle relied also on the 
general power of the court 
under section 37 of the 


Supreme Court Act 19 81, to 
grant an injunction in ail cases 
in which it appea red to f the 
court to be just and convenient 
to do so; and he said tot tot 
entitled the court to order dis- 
closure of information. 

So it did in an appropriate 
context But it did not entille 
the court to override privilege. 

The report that Mr Munson 
had already made did not 
naive privilege on any subse- 
quent views he might have on. 
the subject of the alternative 
initial conspiracy, if indeed 
those subsequent views had 
already been embodied in a 
farther report. 

The whole process of the pro- 
duction of reports by way cf 
documentary evidence could 
not attach at all where no 
report had so for been written. 

The appeal was dismissed. 

Lord Justice Ralph Gibson 
agreed. Lord Justice Stanghton 
gave a concurring judgment. 

Far the pkrintiffx Charles Purle 
QC (LotxU White DummtX 

For Mr Weldon and the second 
defendant. Mr Ian Jay: Michael 
Green (Haptens & Wood). 

For the third to 12th defendants: 
JDaaSd Bant QC and Miss Lind- 
sey Stewart (Allen & Oaery) l' 

Rachel Davies 

Barrister 



Unless you can also perceive 
the colour values, you may never 
find the right piece. Transmitting 
the entire ‘shape’ of an image is 
important but not enough. Subtle 
but clear distinctions in tonal values 
make a difference and can be read 
and transmitted by Hitachi’s Super- 
Gney-Scaie which adjusts the tonal 
value of a limited area by reference 
to the surrounding area. This Super- 
Grey-Scale “reading” achieves a new 
level in graphic transmission fidelity, 
and its heart is an IPC chip. 

The image process controller 
(IPC) is a unique LSI found in 
Hitachi’s HIFAX 47. Its creation 
and production were only possible 
by integrating various engineering 
disciplines of Hitachi fax plants, IC 
plants and research centres. Such 
exceptional resources and expertise 
are the foundations for Hitachi’s 
advanced technology. 



Whatever the product, from 
faxes to supercomputers, from home 
appliances to OA systems, Hitachi 
have the same philosophy. This 
philosophy is based on practical 
applications of Hitachi's extensive 
capabilities in disparate fields to 
develop proprietary technologies 
that provide new solutions. The 
result is in-depth integration, 
guaranteeing the special quality 
which is the hallmark of Hitachi. 




Hitachi Europe Ud 
Wtiiletow# Part 
■x>we CooWtam Road 
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Rione. 0828-565000 
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Your money can 
now earn up to 



with Lombard 

If you have El .000 or more to invest your money could 
be earning a handsome 12475% pa m« Lombard One 
Year Fixed Account. The rate is fixed and guaranteed not 
tochange during the pmod of the depoBir. Merest ia 
paid as a lump sura at toe end of oie period 

Or perhaps you would prefer to hove your savings more 
reaefflyavadabte. Our u days notice account minimum 
25,000, pays an attractive uarteble rate, currently 
12-375* pa, credited quarterly, eqiivafenf to a 
compound annual rate of - 

Whatever your needs there ta sure to be a Lombard 
account from our comprehensive range of sterkng 
savings and deposit accounts to meet your 
requirements. . 

Don’t miss this opportunity to put your money to work - 
write now for a copy of the Lo mb a r d Savers & Investors 
brochure No. 1297 or aimp^conqpiete and post the 
coupon. 

As an additional benefit for overseas residents all 
interest is paid without deduction of tax. 

Rates are correct at time of q(hdq to pmss. 


--- (Lombard — L 
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Deposit Accounts 

To: Stephen Carter, Lombard North Central PUC. 

Banking Services Department 1 297. 38a Curzon St 
London W1A 1EU England, let: 0737 776801 

*"“■ "I* Bay oO gadon a oop ycT you r Seven, and tavestora brochure and 

«*T6rtrat*S. tPLEASE WHITE IN CAPITAL LETTERS} 

NAME (Mr/MnAffiu/Ma) . 

ADOHTfia ' 
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The language of 
international business 
isn’t English... 
it’s the language of 
your customer. 
Prepare for 1992 now. 

Communicate in your customer’s 
language and call Berlitz today on- 
071-6806482 London 

021-643 4334 Birmingham ' 

031-22671% Edinburgh 

061-2283607 Manchester 

0532-435536 I 

FAST AND EFFECTIVE 

Courses are “ 


Ninja, Samurai ~ 

Keirefsu, Zaitech 

»you know more about the first two than the 
^cond- read Tokyo Business Today 
Since 1934. Japan's most-respected En gfch - 
language business monthly. For a free issu*, rsy 
*** Address £ 
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That f s because Mercedes-Benz hold fast to 
the precepts: of. engineering excellence laid down 
by thei'r ;founders>Karl Benz .and Gottlieb Daimler. * 
more than a century, ago. Their convic- 
tions have strengthened into a quality 
standard that every design • 1 1 

idea is. still measured against UtiilU < 
And nowhere is this urge to excellence 
more reassuringly confirmed than in the 
current 190 series, a product of the company’s 
eleventh decade of car making. 


When Mercedes 
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In common with its larger brothers, the 190 
offers superbly insulated interiors and refined 
powertrains, height adjustable seat belts that 
„ automatically tighten their hold if there's 
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an accident, and a rigid passenger safety 
cell specifically engineered to 


build a compact car there can 

: _ a r\m. — PC , 


protect the car’s occupants 


be no half-measures 


in a 40% offset frontal collision - the most 
common type of head-on accident there is - 


A Pioneering Rear Suspension 

When it first appeared, the 190 gave the 
world multi-link rear suspension, a new solution 
to universal problems arising from the conflict 
between good ride quality and good handling. 
The elegance and effectiveness of the multi-link 
design is now acknowledged throughout the car 
industry, and has since been introduced to other 
Mercedes-Benz models, including the remarkable 
new SL sports car. A better testimonial than that 

you will not find. 

But the real triumph of the 190 series is the 
wholly convincing way it complements the larger, 
more traditionally sized Mercedes-Benz models. 
You'll find in the six-car 190 series levels of 
safety engineering, build quality, on-road assurance, 
comfort and verve that are the hallmarks of every 
new Mercedes-Benz - regardless of size. 


WORLD SpIQRTS CAR 


I9B9 ■ CHAMPIONS *1990 



Engineered Like No Other Car 
in The World 


as well as a 100% head-on collision. 

Small In Town. Big On The Motorway 

You will also find compactness and manoeuvra- 
bility. A car that feels effortless and substantial 
on the motorway, but small, parkable and nifty in 
town. These are universal 190 qualities whether you 
choose one of the two highly durable diesels, or 
from the petrol-engined range which includes the 
agile I90E 1.8. the 190E 2.0 (pictured) and the seam- 
lessly smooth six-cylinder I90E 2.6. From 75 bhp to 
160 bhp, simply choose the performance you need. 

Now you can add Sportiine handling and 
seating packages. And all the petrol -powered 
190 series cars listed above are fitted with closed- 
loop three-way catalytic converters. 

When Mercedes-Benz build a smaller car, 
the only thing about it thats small is the road 
space it occupies. Compact in the traffic it may 
be, but the 190 series gives a full measure of 
Mercedes-Benz integrity. 
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When you stop and think about it, much of whaf ,, c ^ * u 

busmess. Leaving room for bold new ideas to take us further. And thafs'whTt f ' Ct !° n K ' S now down -' 
blems most people have yet to imagine. If you’re busy working „ 1 h Were bus y with. Solving 
We can shape the future together. g tom orrow, you should get to khtw 
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PHARMACEUTICALS 


¥ 


¥ 





After a period of 

unprecedented 

prosperity in the 


1980s, the $150bn 

world pharmaceutical 

industry face s problems in the ’90s, 
writes ciive Cook son. These 
include renewed pressure to hold 
down health care co sts, and greater 
competition from generic drugs 

Drug industry 
still healthy 


WITH the world entering a 
recession, the defensive Quali- 
ties of the pharmaceutical 
industry have been Owning out 
over the last few month* 

Pure drugs companies .con- 
tinue to announce earnings 
growth of 15 to 20 per emit, and 
giant chemical groups such as 
Id, Bayer and Ciba-Geigy, ate 
relying on their pharmaceuti- 
cal businesses to compensate 
for a severe foil in profitability 
in other activities. (In ICFs 
case, drugs represent only 11 
per cent of sales but contrib- 
uted *5 per cent of profits In 
the third quarter of 1990.) 

Drug - sales are hardly 
affected by the ups and downs 
of the economy. As Sir Paid 
Gfrolami, chairman of Glaxo, 
the most successful UK. phar- 
maceutical company, puts it, 
“people can decide topcstpooe 
buying a consumer product if 
money is shoal but they buy 
our products on the . baste of 
real need”. • . 

In the long run, however, the 
structure of industry is being 
changed by a varisty of pohti- 
Cai, financial and ! M ‘ ta i itlflii 
forces - some of which seem 
to threaten the steady growth 
in pro&fab&fty of drug compa- 
nies. v 

Perhaps the most important 


problem for the future is the 
growing pressure from govern- 
ments - which are the indus- 
try's main customers in most 
parts erf the world - to reduce 
the price of medidnes. 

japan already a system 
under which the price of all 
twisting drugs Is cut by 10 to 15 
per cent every two years. In 
Europe the political pressure 
ffcrcheapei; drugs is almost cer- 
tain to intensify after the EC 
ha« moved to open- up the 
pharmaceutical market after 
1992 - different national regu- 
lations and juicing schemes 
mam that formidable non-tar- 
iff barriers still exist today. In 
the US, Congress last month 

passed a bill forcing companies 
to offer .substantial discounts 
to. the federal Medicaid pro- 
gramme. 

“AH governments are schizo- 
phrenic about their pharma- 
ceutical industries,* says Dr 
Peter Doyle, research director 
ofICL"73iey extol the achieve- 
ments of their national phar- 
maceutical companies - and 
then they look for ways of cotr 
ting health care costs. 

“The popular perception is 
that pharmaceuticals are 
highly profitable," Dr Doyle 
says, so they are a tempting 
target for spending cuts, even 



Pharmaceutical R&D is a ElObn industry (see page 4). Here a team from Glaxo discuss the design of a new chemical entity 


though drugs represent only 8 
to 10 per cent of health costs. 
The UK government should be 
particularly cautious about 
damag in g its pharmaceutical 
companies because they are so 
important for the country’s 
industrial performance; the UK 
trade surplus in pharmaceuti- 
cals reached £955m in 1989. At 
the same time the National 
Health Service spends substan- 
tially less on drugs than its 
counterparts in other western 
countries (about half the level 
in France, for example). 

Another problem for the 
industry is that 80 per cent of 
today’s best-selling drugs will 
lose their patent protection 
within five years. Manufactur- 
ers will then face competition 
from cheap “generic” copies. 
Of course, they are investing 
heavily In research and devel- 
opment to bring on new drugs 
— large companies spend 
about 15 per emit of revenues 


on R&D - but these may not 
compensate for the lost sales 
from off-patent drugs. 

“The 1980s were particularly 
good years for the Industry,” 
says Mr Bob Bauman, chief 
executive of SmithKline Bee 
cham, the Anglo-American 
giant formed last year through 
the merger of SmithKline 
Beckman of the US and Bee- 
cham of the UK. “There are 
pressures on pricing and I 
think it would be difficult in 
the 1990s to exceed the growth 
rate of the late 1980s.” 

But the “problems” of the 
industry should be kept in per- 
spective. Even pessimists 
expect the large companies to 
achieve 10-12 per cent earnings 
growth over the next five 
years. On the positive side, the 
industry still has considerable 
scope for reducing costs and 
improving efficiency through 
restructuring. 

The great wave of pharma- 


ceutical mergers in 1989/90 
combined SmithKline Beck- 
man with Beech am, Bristrol- 
Myers with Squibb, Marion 
with Merrell-Dow and Rhone- 
Poulenc with Rorer. Recent 
finan cial results from the 
merged companies show that 
profit margins are already 
improving. 

Although no new mega-deals 
have been announced over the 
last few months, analysts 
believe there are more to come 
in the years ahead. 

Behind the well publicised 
bids and mergers lies less visi- 
ble but equally significant 
restructuring. “Once the bas- 
tion of secrecy, pharmaceutical 
companies around the world 
are enmeshing themselves in a 
complex series of strategic alli- 
ances,” says Mr David Alcraft, 
European manager of PA Con- 
sulting Group's healthcare 
business. “Project and product 
swaps are becoming common- 


becoming commonplace as 
companies struggle with a 
changing economic reality.” 

The “globalisation” of the 
industry in the 1990s will be 
assisted by the standardisation 
of regulatory approval proce- 
dures for new drugs. As Euro- 
pean regulations are unified 
after 1992, they will gradually 
come together with those of 
the Food and Drug Administra- 
tion in the US. 

“There is an ever increasing 
emphasis on the harmonisa- 
tion of drug developmental 
procedures, so that common 
standards are used in the clini- 
cal testing and evaluation of 
medicinal products throughout 
the world,” says Dr Ludo Reyn- 
ders, managing director of 
Quintiles (UK), a contract 
research company. 

Even in Japan, where the 
approvals process seems 
designed to protect local phar- 
maceutical companies as much 


as Japanese patients, the Min- 
istry of Health and Welfare is 
becoming more willing to 
accept toxicity tests and p re- 
clinical data from overseas. 
But the ministry still insists on 
Japanese clinical data before it 
will consider any new drug. 
(One sign of progress is that 
the contraceptive pill is likely 
to be approved in Japan next 
year - after three decades of 
use in the US and Europe.) 

Dr Jim Armstrong, president 
of ICI*Pharma in Japan, 
expects the Ministry of Health 
and Welfare to come further 
into line with European and 
American practice following an 
international conference of 
harmonisation of pharmaceuti- 
cal regulations, planned for 
Brussels next year. 

Liberalisation of Japan's 
£20bn-a-year pharmaceutical 
market coincides with moves 
by the large Japanese drug 
companies to break out of their 
home base and expand over- 
seas. Yamanouchi has so for 
pursued the most active global- 
isation s trategy - It has built 
a manufacturing plant in 
Ireland and a UK research cen- 
tre in Oxford, set up six repre- 
sentative offices outside Japan 
to co-ordinate clinical develop- 
ment, bought Sbaklee (the US 
supplier of nutritional supple- 
ments), and is now negotiating 
to buy the pharmaceutical 
operations of Gist-brocades, the 
Dutch chemical company. 

It would be misleading, how- 
ever, to describe the pharma- 
ceutical industry only in terms 
of global expansion. Although 
integrated drug companies will 
need to have a worldwide sales 
capability, if they are to thrive 
in the next century, there will 
still be room for small pharma- 
ceutical companies with low 
overheads, national or regional 
sales forces and limite d devel- 
opment activity. These could 
mak e generic drugs or focus on 
profitable market niches which 
the giants have neglected. 

The companies that manu- 
facture and sell drugs support 
a vast number of smaller con- 
cerns carrying out contract 
research and making chemical 
ingredients for them. Some of 
these employ only three or 
four people - all with PhDs - 
making tiny quantities of 
extremely expensive chemicals 
which the giants need for their 
development of new drugs. 
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A scene at the Beecham 
factory in Sussex 


GLAXO SCIENCE PAYS DIVIDENDS 
IN MORE WAYS THAN ONE. 



This year Glaxo has confirmed its position as the 
UK’s leading pharmaceutical company, accounting 
for one third of all UK exports in our sector. 

This success delivers more than dividends to our 
shareholders. 


It delivers dividends to the economy as well. The 
most obvious benefits are the income we generate 
through exports, and the contributions we make as 
an employer of over 12,000 people in Britain. There 
is the improvement in health that our products 
bring, the economic advantages of shorter stays in 


hospital and reduced absenteeism through sickness. 


Ilaxo companies worldwide also contribute in- 
reasingly to their local communities through 
upport for schemes that improve the quality of life, 
ike the major donations recently announced of 
,1.45m to the “Fight for Sight” Appeal of the 
nstitute of Ophthalmology in London and of £lm 

~ cLa t Hncnital in ^rpvpnaaf* 


This year we expect to spend, worldwide, £500 
million on the search for new medicines in many 
therapeutic areas, as well as nearly £250 million on 
capital investment for new R and D facilities. 

The sustained growth necessary to support such 
massive investment depends on a climate that 
actively encourages a continuing programme of 
research. 


In that lies all our future. 


WORLD LEADERS IN PHARMACEUTICALS 
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biotechnology-derived 

pharmaceuticals and diagnos- 
tics are beginning to arrive on 
the market. Our assessment 
convinced us that biotechnol- 
ogy remains a topic of 
munense potential, requiring 
continued long-term invest- 
ment in the science base.”* 
This is the conclusion of the 
British Government’s Advisory 
Council on Science and Tech- 
nology (Acost) which last sum- 
mer published a review of this 
‘■emerging technology" just ten 
years after the Spinks Reoort 
- also from the Cabinet Office 
7 had forecast the growing 
importance of biotechnol og y. 
The Acost report appeared at a 
time of growing commercial 
scepticism about the risks and 
rewards of investment in bio- 
technology. 

This year has seen Genen- 
tech, pacesetter among the bio- 
technology research and devel- 
opment companies, invite one 
of its main R&D contractors to 

The field requires 
'continued long-term 
investment* 


buy a majority shareholc 

in order to give it more wort 
ing capital. Genentech. 
launched in 1977, pioneered the 
idea of growing a new pharma- 
ceutical company from scratch. 
Now it is a subsidiary of a well- 
established multinational, 
Hof&nan-La Roche, with sales 
more than 20 times Genen- 
tech’s $400m last year. 

Cetus, slightly older, and res- 
cued first in the early-1980s, 
plunged again into trouble last 
summer when the US Food and 
Drug Administration refused 
to approve its rffainai case for 
Prole ukin (interleukin-2) for 
treating kidney cancer, after 
considering the data for nearly 
two years. US investors had 
apparently been led to expect 
approval bat the FDA con- 


David Fishlock looks at the biotechnology row 

Scepticism grows 


el uded that Cetus might be 
overstating its case. The fracas 
cost Cetus its president and 
chief executive officer Bob 
Hides, and it posted a loss of 
S6lm for 2990. It admits that its 
operating expenses of more 
than SZOOm this year "were 
based on expected approval of 
PrelettkuT and it must now 
shed loa staff (13 per cent). 

In Britain, Celltech, set up in 
1980 with public and private 
venture capital to pursue the 
route Genentech and Cetus pio- 
neered in creating new phar- 
maceutical companies, spent 
many months seeking an 
Investor to replace its biggest 
shareholder, the ailing British 
& Commonwealth Holdings, ft 
failed to find one that wanted 
to invest in the whole portfolio 
built by Gerard Fairlough, 
founder and chief executive. 

However, it did find Peter 
Fellner from Roche to replace 
the retiring Ur Fairlough this 
autumn. Mr Fellner expects to 
focus on fewer R&D projects 
bat to spend more heavily in 
total in trying to win approval 
for its new medicines. Mean- 
while, some cuts in the payroll 
seem likely. 

Stock market worries about 
biotechnology have undoubt- 
edly been exacerbated by the 
failure of Porton International 
to live up to its claims. This 
biotechnology company was 
financed by leading investment 
houses and pension funds, not 
by venture capital Its founder, 
Wensley Haydon Baillie, 
secured backing from numer- 
ous City funds at a high level 
of authority, above tne fund 
managers. Porton’s troubles 


reached a new low last spring 
when it abandoned much-pub- 
licised initial plans to develop 
the Skinner vaccine as a treat- 
ment for herpes. City investor 
Biotechnology Investments 
Limited (BIL), the N.M. Roths- 
child trust which has speci- 
alised in supporting biotech- 
nology startup ventures since 
1981, did not back Fenton. “We 
have learned from the mis- 
takes we made in our earlier 
biotechnology investments”, 
admits a spokesman. The trust 
backed such companies as 
Genentech and Celltech as 
start-up operations and sold its 
shares profitably, to reinvest in 
fresh start-ups. 

For many, BIL remains the 
touchstone of quality in bio- 
technology R&D companies by 
virtue of the expertise and 
trouble it puts into analysing 


both the market and the invita- 
tions to invest One favoured 
“second-generation” start-up is 
British Bio-technology at Cow- 
ley sear Oxford, which since 
1986 has grown to a team of ISO 
ape attracted more than £30m 
of venture capital to fund its 
quest for new orally active 
medicines, to treat cancer, 
rheumatoid arthritis and other 
diseases, ft has recently com- 
pleted a £3 .5m In v estm e nt in 
manufacturing capacity to 
make enough of its new drags 
for clinical trials. BIL is its big- 
gest investor with 1L4 per cent 
of shares, but it is also backed 
by US and Japanese venture 
capital. British Bio-technology 
will be brought to the market 
at latest by 1993, forecasts 
Keith McCullagh, chief execu- 
tive. 

Another promising British 


start-up of the mid-1980s 
backed by BIL is Xenova, a 
company which John Jackson, 
its Chatman, freely acknowl- 
is not really a bfotech- 
company. “...But we've 
recognised that biotechnology 
is a rich source of tools to 
accelerate drug development," 
he said. Xenova, brainchild of 
microbiologist Dr Louis Nlsbet, 
is using the new biotechnolo- 
gies such as genetic mampnla- 
tion to make highly selective 
screens with which to sift nat- 
ural microorganisms for mole- 
cules t ha t might make new 
medicines. 

The Acost report referre d to 
above admits that the 1980 
Spinks Report “was, In general, 
too optimistic about the time- 
scale for the transfer of 
research into products; some 
diagnostics and therapeutic 
drugs have appeared, but 
much of the potential is only 
now beginning to be realised”, 
ft also notes tW significant 
scientific advances in molecu- 
lar biology have occurred since 
1980. 

"Developments in biotechnol- 
ogy, HMSO. S2L50. 


Sally Field on the technicalities the makers trip on 

Beating the clock as 
the patent ticks away 


SOLVAY 

HEALTH 


A growing investment 
in therapies of 
the future 


□ Solvay ranks among the top chemical groups in 
the world 

□ 12°.b of total sales (7 billion USD) in the health 
sector 

□ 50% of total R&D budget for 1990 (0,4 billion 
USD) dedicated to human and animal health 

□ Health R&D centers in Europe, USA, Japan. 
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PATENTS throughout the EC 
are granted for a period of 20 
years which commences from 
the date of filing the applica- 
tion for the patent. In most 
countries patents are granted 
to companies or individuals 
who are the first to file for the 
patent In the USA, however, 
the patent is granted to the 
first to invent (not necessarily 
the first to file). 

In “first to file” countries 
companies are under great 
pressure to file as early as pos- 
sible. This means that the 20 
years start ticking away at a 
stage when, in many cases, the 
new chemical entity has only 
just been identified. After the 


Getting over the 
regulatory hurdles to 
obtain a licence can 
take seven to 10 years 


patent application is under 
way, getting over the regula- 
tory hurdles to obtain a prod- 
uct licence - a necessary stage 
before mq rkpting — often takes 
between seven and 10 years, if 
not longer. The effective term 
of the patent - the period of 
market exclusivity - can often 
be reduced to between five and 
10 years, rather than the 20- 
year monopoly enjoyed by non- 
regulated inventions. 

This situation has resulted 
in pressure on the European 
Commission to introduce a 
new system of “effective patent 
term”. The proposals submit- 
ted by the Commission in April 
this year (but not yet In force) 
recommend providing up to 16 
years of market exclusivity by 
allowing for a maximum of 10 
years* protection after patent 
expiry. The mechanism fin* this 
would be for companies to 
obtain what is presently called 



He has 

his mother’s 

eyes, 

his father’s 
smile, 

and a 

transplanted 

kidney... 


To some of us. transplantation 
seems miraculous. Bat, is it a 
miracle if it has happened 100,000 
times? 

SamJaz Pharmaceuticals Ltd is a 
leader in transplantation research. 
Kidney, liver and heart transplants 
have become safer, more realistic 
options for thousands of patients. 

In the last five years alone, 

100 ,000 patients have received 
transplanted organs- 

Sandoz nninunoJogy research 
helped make this a reality. Now, 
what eke might be adneved? We 
are only just begining... 


Adrandnjtbesdenee 
efkavmolagy. 
Expanding the praniK 
oT transpfmtadge 

Sandoz Pharmaceutical. 

Frimley Business Park, Frau icy. 
Camberiey, Surrey GU16 5SG 
Telephone: 0276692255 
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a supplementary protection 
certificate (SPC) and would 
effectively increase the period 
of market exclusivity enjoyed 
by a product. 

The protection provided by 
these certificates would relate 
only to the product covered by 
the marketing approval and 
could relate only to one basic 
patent. In the UK, marketing 
approval is obtained by way of 
a product licence issued by the 
Department of Health. The 
baric patent will normally be 
the patent for the new chemi- 
cal entity itself which forms 
the active drug substance, ft is 
likely, however, that this will 
not cover subsequent 
“improvement” patents, 
although there is likely to be 
considerable dispute as to 
whether a patent for a new 
invention has the characteris- 
tics of a “baric” patent Under 
this proposed system, it Is up 
to the owner to decide which is 
tiie basic patent 

The European Commission's 
proposals cover the duration of 
the protection, the scope of 
application, the protection con- 
ferred by the SPC, the proce- 
dure for filing the application, 
and an outline of some transi- 
tional provisions: 

• Duration of protection - 
Article 8 of the proposal pro- 
vides a ceiling of 30 years’ 
monopoly protection from the 
date of patent filing. This is 
broken down to the 20 years of 
protection given by the patent, 
with a maximum of 10 years’ 
protection after patent expiry. 

SPC protection starts the day 
after the expiry of the term of 
the basic patent; it lasts for a 
period of time equivalent to 
that which may have been lost 
In the early days of the 
Article 8 of the proi 
fies this as the time b etw e e n 
filing and the first time the 
product receives marketing 
approval in an EC country - 
minus four years. 

• Scope of application - The 
conditions which must be met 
to benefit from the SPC are set 
out in Article 3. This states 
that the product should be pro- 
tected by a current patent; the 
product should have received 
valid marketing approval; a nd 
no SPC should have already 
been granted. 

• Protection conferred by the 
SPC - This relates only to the 
product covered by the market- 


ing approval and covers all 
uses approved before the 
expiry of the basic patent. 

The SPC grants the same 
rights as those conferred by 
the basic patent and is subject 
to the same limitations. This 
will presumably mean that 
SPCs can be licensed in the 
same way as patents. 

• Procedure for filing the 
application - Any company 
wishing to obtain an SPC win 
need to Ole an application with 
the central industrial property 
office of the member state in 
which the product was first 
approved. This application 
should be made within six 
months of the product’s mar- 

The new rules look set 
to achieve a longer 
period of effective 
exclusivity 


keting approv al. If, for any rea- 
son, the approval occurs before 
the granting of the basic 
patent, the SPC application 
must be made within six 
months of the granting of the 
patent. 

• Transitional provisions — 
When the proposal becomes a 
regulation, any product which 
is covered by a patent with an 
expiry date later than January 
1 1992, and whose marketing 
approval was granted after 
January 1 1981. will be eligible 
for an SPC. For these products 
the maximum protection 
period of the SPC will be five 
years. In such cases, applica- 
tions must be filed within six 
months of the implementation 


of the regulation. 

SPCs, therefore, look set to 
achieve a longer period of 
effective exclus ivity for drugs 
in the future — providing phar- 
maceutical companies with. a 
slightly more relaxed atmo- 
sphere in which to operate. 
When drafting licences in 
future, companies must take 
the extended protection into 
account As already men- 
tioned, tide proposal is only in 
draft form but we should all 
keep a close eye on the Euro- 
pean Commission as the pro- 
posal develops. 

SaUy Field is a partner of Bris- 
tows Cooke & CarpmaeJ, law- 
yers specialising in intellectual 
property. 
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Can we ever be sure? asks Elisa beth Tacey 

Twelve-year trials 
might not be enough 


THERE is an advertisement in 
London Underground stations 
which shows a rather mtfmi- 
datingJookJng business execu- 
tive reaching forward across a 
desk towards the viewer in an 
rxn^ar-tCK>gt>ahead-to-sitdowri 
pose, holding or bring handed 
half-a-dozen phones, while 
hand* thTPS t ffliwntwnifai from 
ah skies towards the desk and 
papers, cups and other para- 
phenalia threaten to topple on 
left and right. The caption 
above reads: *T P ONT TAKE 
TRANQUILLISERS” in writing 
Hke that used for cries of panic 
in comic-strip cartoons: 
"AAARRRGGH1I!” Then in 
calm, reassuring script under- 
neath: *1 take Nateacalm.” 

The ad designers are explott- 


Health pills are not 
licensed, so do not 
undergo the trials that 
medicines do 


ing ft** notion t hfl t tranquillis- 
ers by d efiniti on are dangerous 
drugs only made in laborato- 
ries, and Hwt “natural” sub- 
stances are not only safe but 
desirable to improve your 
health and give you a boost 
that will propel you to the top. 

Yet health pUIs are not 
licensed, so do not have to 
undergo the trials that medi- 
cines do. Other varieties of 
health pQl contain a substance 
called valerian, a toxin derived 
from a wild hedgerow plant, 
which has been blamed for 11 
cases of prisoning reported to 
the Committee on Safety of 
Medicines since 1984. A doctor 
treating one patient said: 
“Eight involved Item: poisoning 
and there was one death - 
that's 10 times the mortality of 
hepatitis B.“ 

In September, tryptophan, 
an amino acid that occurs in 
the body and was bring sold in 
tablet form as a natural aid for 
muscle-building and to fight 
insomnia and premenstrual 
tension, was banned from 
chemists' shelves amid fears 
about its safety. It was linked 
to 22 deaths and about 1^00 
cases of a rare, potentially fatal 
blood disorder in the US. 

Tryptophan is not classified 
as a drug - manufacturers 
make no mpritrtnal rlaimw - 
but as a food, ami is covered by 
the Ministry of . Agriculture, 
Fisheries amf Fopd, not foe 
Department df Health ox file 
Medicines Act passed in 1968 
following Thi» HiaHifamHo trag- 
edy. Drugs covered by the Med- 
icines Act must be ficensed - 
but if they were already on the 
shelves when the Act came 
into force end were deemed to 
be for a “minor, self-regulating 
condition”, they received a 
licence as right. 

These licences, some 39,000 
oT them, are bring reviewed, 
and a final report is due out 
this month. 

But prescribed drugs, after 
extensive development 
testing times n e c e s sary to win 
regulatory approval (between 
eight and 12 years in the US) 
have been found to have 
adverse, and sometimes hor- 
rendous, side-effects. Names 
such as Opren and thalidomide 
spring to mind. 

There is controversy now 
about a heart drug, Corwin, 
licensed in 1988. which some 
members of the medicines 
safety committee have urged 
be harmed. 

Drug companies and. the 
British Medical Association 
protest that adverse reactions 
can only show up after toon- 
sands or perhaps millions of 


people have used the drag, and 
perhaps only In certain cases. 
Indeed, sometimes there are 
noiigj such as in foe case of 
AZT (Retrovir) used to hinder 
the onset of Aids, for the usual 
lengthy trial procedure to be 
cut short 

The BMA, in a well-regarded 
book called Living with Risk*, 
says: “At present ante a rela- 
tively small number of patients 
(up to about 2JDO0) are exposed 
to a new drug before permis- 
sion is given for its release to 
the market. Among this num- 
ber an adverse effect has to be 
really rather common to show 
up in the statistics, especially 
as wiany adverse effects are 
quite frequently encountered 
on their own... If the incidence 
of the adverse effect is one in 
500 but it still occurs normally 
in one in 100 patients, then 
nearly 36,000 patients win have 
to be exposed to the drug 
before that adverse effect can 
be detected.” It concludes that . 
the occasional occurrence of 
serious side-effects is “inevita- 
ble if new drugs are ever to be 
introduced”. 

Bat there are also criticisms 
of the trial methods usecL-Tbe 
BMA prints out that doctors 
voluntarily report adverse 
effects, so there is under-re- 
porting and the reports are 
open to bias. Professor Bill 
Inman, head of foe government 
and industry-sponsored Drag 
Safety Research Unit at South- 
ampton University, has set up 
an alternative method of sur- 
veillance called prescription 
event monitoring. Copies of 
prescriptions for the drug 
being studied are obtained 
from the health department, 
and a questionnaire is sent to 
the prescribing doctor. The 
doctor is asked to report afl 
medical events that have hap-, 
pened to the patient since foe 
drug was prescribed, so the 
study does not rely on thedoc- 

Occaslonal serious 
side-effects are 
‘Inevitable if new 
drugs are ever to be . 
Introduced* 


tor’s assumption of ton drag 
caroang the event The BMA 
says this method appears to 
identify advene effects that 
occur one in 


on more p ati en ts (1(^000-20.000 
per drug) than formal clinic al 
trials. Professor to ma n says ft 
has succeeded “even beyond 

my expectations”. 

professor Inman u» an out- 
spoken critic i tf the way scene 
drug companies attempt to *“ 
eingta GPS to pre scribe tL 
new drags to provide data. 

The companies want la- s «; 
numbers of GPs to prescribe 
their new drags within the 
first year or so of the drags' 
arrival on the market to moni- 
tor any adverse effects. A small 
number. Professor Inman 
believes, pay the doctors to 
take part m the trials. 

Similar payments have been 
pmA by “health” pill compa- 
to private and “ritwnar 


The medicines safety 
committee relies for 
It* safety information 
on drug companies . 


Jtfve” practitioners, even 
though these pills are not 
The BMA has celled 
such payments, “unethical”, 
and the Institute of - Comple- 
mentary Medicine agrees. 

There has also been criticism 
rf the medicines safety , cam* 
xnxttee, which advises the gov- 
ernment oh granting of 
licences. Professor Inman 
would like to see thls organisa- 
tion made Independent rather 
than part of the health depart- 
mast The committee reties for 
Its s a fety information on foe 
drug companies, having no 
independent tasting facilities, 
and most committee members 
are Raked with the Indust ry to 
o o o s rf tants or as recetems of 
research grants. ■ . 

Butr» out member argues. 


tttta vrthoot any. links with 
the industry axe wanted, 
“there would be raxae to sit 
on the committee”. 

It would appear that drags 
amnr* be made “safer” exceot 
hytengfogning the testing time 
before they are released to the 
market. Fbr the few drugs with 
unpleasant side-effects that 
would be found, how many . 
sick patients would he denied 
effective dn^js? Arid in terms 
of relative risk, we should 
worry m uch more about cross- 
ing theroed. 

***•■ Mtsee AiMf fQ Using 

Books, 1387. . 
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SANNER 

Europe's Major PharmaceuUcal Packaging Manufacturer 

■ 800,000,000 Pharmaceutk^<)omponents Per Annum 

■ Robotised, Clean Room Production (Class 100) 

■ Tamper Evident, Child Resistant Packs (BSl, ISO) 

■ Applicators, Inhalers, Pipettes 

■ Desiccated Closures, Capsules, Drying Agents 

■ Diagnostic Khs, Medical Products . 

■ Computerised Tool and Product Design (CAD - CAEDS) 

■ Quality Assurance to ISO 9000 

For further information: 

Friedrich Sanner GmbH & Co KG 
Postfach 3005 

6140 Bensheim 3 - Auerbach 
Germany 

Tel: 010.49.6251.73056 
Fax: 010.49.6251.74672 


UK Office 

75-77 Thames Street 

Middlesex TW16 6AD 
Tel: 0932.763316 
Fax: 0932.780401 
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The flood of mergers has 
slowed to a trickle 

S ptity cttrings. At the sum both, says Robin Gilbert, ana- pipeline. This hig hli gh te d, the 
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pany m return for several 
smaller older p r o duc ts, which 
will enable the smaller com- 
pany to fund futon, c Unl c al 
and ma rke ting dfiVBlopme&t 

without wM»w low-yunathm 


Etninaee -in the Us. . 

Very tew cazepenies will he 
aide to cover the world market 
by geographical area and ther- 
apeutic mass. Perhaps only 
Merck wHUm capable of doing 


prise mnflimnpmiwit in July 
im p of a R&D join* v e n t u re 
with Du Pent Pharmaceuticals. 
Merck agreed to contribute 
substantial wat> and market- 
ing doot to the joint venture, 
rather *h»" to its own RAD 


have obtained the skills to 
source the substantial and var- 
ious ftoidR of ex pert is e within 
tile industry, without having to 
own them. 

Atm Archer is editor of Phar- 
maceutical Business News 


THE procedure for winning 
approval to market a drug in 
all countries of the European 
Community is largely 
untested. Mrs Frances 
Charlesworth of the 
Association of the British 
Pharmaceutical Industry is 
guardedly polite: 
“Intellectually we think 
they’re going down the right 
track, but the potential for 
bureaucratic nightmare Is 
high.” 

There are three routes. If a 
drug Is only to be marketed in 
one country, only that 
national authority needs to 
approve It as now. 

If the drug is to be marketed 
in several EC countries, the 
manufacturer can either 
submit it to its own national 
authority (the decentralised 
procedure) or via the 
centralised procedure through 
the Committee for Proprietary 
Medicinal Products, part of the 
European Medicines Agency - 
unless the pharmaceutical Is a 
biotechnology product or 
contains a new active 
substance, in which case it has 
to take the centralised route. 
The steps are shown in the 
flowchart. 

The decentralised method is 
essentially mutual recognition 
with possibilities of discussion 
between the parties, or 
arbitration tor the CPMP, 
which would take the drug 
into the centralised path. By 
1996 recognition of each 
member state’s authorisation 
becomes mandatory for other 
members. 

Companies argued for 
appeals procedures at every 

stage: they were concerned 
that an isolated set of 
bureaucrats could throw out 
drugs that took typically 
£100m and up to 12 years to 

produce, «*» tm^-iiH pn Hflp 

Another concern of the 
companies is the stru c t ur e of 
tiie CPMP. Now it constitutes 
represe n t a tive s of national 
agencies, whose opinions 
could be coloured by national 
bias. The plan is for it to be 
made up of scientific, 
independent experts who 
would have to arbitrate 
between national bodies of 
scientific repute: 

*Tf it is to have credibility 
Its expertise will have to be 
equal or superior to that of 

TiaHrmnl advisory 

committees,” says the ABPI, 


■ . ■/?. ■! -v w-.r ... 


Company applies to 
market drug h EC 
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adding that it musthave the 
structure to review its own 
decisions. 

“Observers of medicine 
registration may wonder at 
the decision to place such 
enormous responsibility and 
diversity of workload in the 
hands of a body (even when 


reconstituted) which appears - needs new medicines 
not to have found it altogether assessed in a timely maimer 


easy to work as a team." 

The ABPI Is concerned 
about the possibilities for 
getting trapped in 
bureaucracy. “It should be 
remembered that the object of 
all this attention - the patient 


nw tlw> yjmtiflc erilwrfa of 
safety, quality and efficacy.” 
Mrs Charlesworth adda: “The 
patients want the drugs soose 
rather than later". 

EUsabelh Y 




THE KEYS TO SUCCESS 

oNfiOINO TECHNOLOGICAL research, industries in our area 
arethefirst to benefit, our success stems from investment. 


Upper Norman- 

c 3-* dy'scomrtunwt 

A ( to advanced re- 

f J J — ^ search shows. 

{ C+ 0 The region is 

hoover lOOreseard.laborato- 

ties indudlng Shea, lanssen and Le 

Coria. and employs some 3000 

research sdentKs and technicians. 
Vife welcome innovation. 

Upper Normandy isaleaderinindus. 

trial growth and deveiopment 7 of 
Frances 10 largest compands and 


aver 300 foreign firms base them- 
selves in theregion. Whatsmorei our 

workforce backs our commitment to 
industry. 

Upper Normandy‘slocation is right 
As the nation's foremost maritime 
region. Its two giant ports and 
modem communications and trans- 
portsjstemsenaWeittoservfceafiifl 
third of France's foreign trade 
People in Upper Normandy are 
skilled and motivated in a variety of 
disciplines. The region's unique cul- 


tural heritage makes it a great place 
to live and work. For centuries Nor- 
mans have shared in a grand tradi- 
tion. They pride themselves on 
excellence and achievement in their 
every conquest 

FOR INFORMATION. 

PLEASE CONWCTDOMJNIOUE NORMA ND 
TEL: (33) 35 52 56 00- »X: (33) 35 52 56 56 
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You may not even 
have thought of it.. 

A You operate an advanced materials supply chain and your 
gi^k key bulk chemicals route is established. So why worry 
about general chemicals - used across a range of 
processes and often in variable demand? 

Supply of these products could be the weak link in 
an otherwise tightly managed MRP system. 

f 

JW§ja& Ellis + Everard Chemicals are the leading 
UK stockist and distributor of the most 
MpSBj^ comprehensive range of general 
chemicals in use within the 
pharmaceutical industry. 

A 

take specific responsibility to 
provide dependable, secure 

and assured supply -anywhere - 
with no error, no delay, 
no doubt 





Wm 


I Now you've thought of it, 
■ ring Ray Wilkinson or 
f David Morton ^ 
on 0274 392411 M 


ELLIS + EVERARD CHEMICALS LTD 

Head Office: Caspian House, 61 Hast Parade, Bradford BD1 5EP. Telephone 0274 392411 Telex 5 17464 Fax 0274 725333 


JH 333118 fottM I 

'"Hull nun 0831 130103 
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David Fishlock looks at drugs research 

A ClObn industry 


DR RICHARD SYKES, the 
microbiologist who manages 
Britain’s biggest pharmaceutic 
cals re search and development 
prt^ianune, has a simple view 
of his job. He has an interna- 
tional team of 5,500 spending 
more than £400m a year. The 
company for which he is 
research director, Glaxo, pro- 
duces truckloads of paper — 
documents relating to the 
safety and efficacy of proposed 
new drugs. He says his job is to 
write drug licence applications 
in such a way as to persuade 
the authorities to accept his 
case for marketing the new 
drugs. 

Worldwide, pharmaceutical 
R&D is reckoned to cost more 
than £i0bn a year. No industry 
makes a more convincing case 
for the yalue of R&D in sup- 
port of product innovation. Its 
success has encouraged many 
chemical companies during the 
1980s to pursue other niche 
markets for highly priced 
chemical specialities, often bio- 
logically active compounds. 

A small number of developed 
nations - France, Germany, 
Italy, Japan, Switzerland, the 
UK and the US - account for 
about 80 per cent of the R&D 
effort. All seven Increased 
their spending steadily during 
the 1980s. Glaxo, for example, 
has quadrupled its R&D budget 
in the last five years and now 


does about one-third of it out- 
side the UK. 

The challenge to research 
management is to create an 
environment that favours and 
is conducive to innovative 
research, but which, when an 
innovative discovery is made, 
acts efficiently to capitalise on 
it says Dr Barry Cox, manager 

of ICTs R&D into cardio- vascu- 
lar drugs. 

The life cycle of a typical 
research phase for a new medi- 
cine is five to ten years. If this 
is successful, it will be fol- 
lowed by a development phase 
of up to 11 years. Some compa- 
nies are developing a R&D 
strategy which involves 
spreading their programme 
around the world to help har- 
ness different R&D .cultures. 
Some governments demand 
this as a condition of licencing 
the company's medicines for 
purchase by their own health 
service. 

Britain enjoys a particularly 
productive R&D culture, which 
is reflected not only in the 


R& D expenditure 


In Europe 

Others 14% 



France 17% 


Switzerland 20% 
SombkWwhw— u faJJounW 


scale of the effort by UK-based 
companies but also the scale of 
investment by overseas firms 
in UK-based laboratories. The 
seven biggest UK-owned com- 
panies accounted for only 
about 50 per cent of British 
research into new medicines 
between 1982-85, rising to 60 
per cent in 1967. according to 
the Centre for Medicines 


Research, a statistical unit sup- 
ported by the UK pharmaceu- 
tical industry. By the late-l98Qs 
six of the 15 topselling medi- 
cines worldwide were based on 
discoveries made in the UK. 

Total R&D expenditure by 
more than 40 UK companies 
questioned by Dr Cynthia 
Lumley and her colleagues at 
the Centre for Medicines 
Research is estimated at £7 49m 
for 1988, a 103 per cent increase 
from 1982 (SL7 per cent when 
corrected for inflation). The 
fastest-growing facet of R&D is 
pre-marketing clinical studies, 
up 190 per cent over the seven 
years, and by 1987 acco un ti n g 
for more than 17 per cent of 
the R&D budget 

ICI’s Dr Cox says that 
increasing competition among 
the research-based pharmaceu- 
tical companies has encour- 
aged them to develop strate- 
gies for efficiency and success 
in R&D. As a result there are 
examples ranging from “a rela- 
tively free association of scien- 
tists who are allowed to range 


far and wide and follow their 
whims, to highly controlled 
environments with tightly 
monitored targets." 

Dr Cox identifies three key 
elements of any R&D strategy 
for new medicines. The prime 
one is technical feasibility - 
sell-evident yet still not always 
recognised, he says. He 
believes industry should leave 
the unravelling of basic ques- 
tions underlying a disease to 
academia. Industry's role 
should start with exploratory 
research embodied by the ques- 
tion: “Can we find ways of 
interfering with the process in 
the prescribed way?” 

After technical feasibility, 
the next most important ele- 
ment is the product champion. 
“The art of good research man- 
agement is to Identify the next 
product champion, not the last 
one.” 

Dr Cos’s third element is 
staff competence. Since ring is 
mainly a matter of recruit- 
ment, training and experience, 
“It is the only one of the three 
that can with any certainty be 
deliberately designed”. 

Behind the industrial R&D 
in Britain stands a subs tantial 
academic research effort con- 
cerned with disease, funded by 
government (about 45 per 
cent), medical research chari- 
ties and the pharmaceutical 
industry. 


It’s a spider’s web of rules, writes Alan Pike 

Smart marketing 


THERE are few more delicate 
relationships- than the one- 
between doctors and pharma- 
ceutical companies. 

With the development costs 
of a new medicine likely to 
exceed £lO0m, manufacturers 
naturally want their drugs to 
be successful and profitable. 
This depends on doctors pres- 
cribing particular products. But 
any suspicion that doctors' 
decisions were Influenced by 
drugs companies would shatter 
another dehfcate relationship - 
the trust between doctor and 
patient 

This means that the market- 
ing of pharmaceuticals is far 
more controlled than anything 
most other industries have to 
contend with. 

Advertising companies han- 
dling accounts in the medical 
press face a unique creative 
challenge - . how to make 
advertisements look eyecatch- 
ing and positive, while having 
to accommodate hundreds of 
words of footnotes on dosage, 
precautions and side-effects. 

The Association of the Brit- 
ish Pharmaceutical Industry 
maintains a code of practice, 
drawn up in consultation with 
the British Medical Association 
and the Department of Health, 
which imposes voluntary stan- 


dards for marketing medical 
products. On advertising, the 
code forbids all-embracing 
rTafms and superlatives - the 
HwqiiflJtfifirf use of words like 
better, stronger and safe are 
not allowed. Drug company 
advertising is also controlled by 
law under the Medicine (Adver- 
tising to Medical and Dental 
Practitioners) Regulations. 

Advertising is not, however, 
the only way in which pharma- 
ceutical companies seek to 
interest doctors in their prod- 
ucts. The relationship between 
doctors and the industry is a 
complex one. Much research on 
new drugs is carried out by the 
industry, which relies on the 
medical profession to evaluate 
its products in patients. 

Once a drug was developed 
and marketed a new relation- 
ship came into existence - **a 
relationship in which compa- 
nies in a competitive industry 
are trying to persuade the med- 
ical profession to prescribe 


their products while at the 
same time seeking the views of 
the profession about their effi- 
cacy and safety.” 

The overall conclusion of a 
study by the Royal College of 
Physicians into the relationship 
between doctors and the phar- 
maceutical industry was that a 
dose relationship between doc- 
tors and the pharmaceutical 
industry was important for the 
treatment of patients and for 
the development and assess- 
ment of new drugs. But the 
overriding principle was that 
any benefit to doctors must 
leave their independence “man- 
ifestly unimpaired”. 

The BMA, in similar terms, 
tells its members that the med- 
ical profession has an obliga- 
tion to assure the public that 
treatment offered is appropriate 
and is justified by its intrinsic 
merit, uninfluenced by commer- 
cial or financial interests. 

It is in the practical interpre- 
tation of such sentiments that 


controversy sometimes arises. 
The amount of hospitality 
which drug company represen- 
tatives are entitled to offer doc- 
tors - or doctors are entitled to 
encourage them to offer — can 
prove a delicate area. 

Both ABP1 and BMA take the 
view that entertainment should 
always be secondary to the 
main purpose of any meeting. 
The ABPI code of practice says 
hospitality should not exceed 
the level which recipients 
might normally adopt when 
paying tor themselves and 
should not. for example, extend 
to doctors' wives or husbands. 

Modest refreshment at a con- 
ference was reasonable; a lav- 
ish private dinner party in a 
restaurant was not concluded 
the Royal College of Physicians. 

The college's report - while 
stressing a belief that most phy- 
sicians already abide by its 
guidelines - tells of a group of 
doctors who made it clear they 
were not prepared to watch a 


drug company's ffho «nl«» this 
was accompanied by a meal In 
a restaurant of their choice. 

In another case a group of 
physicians, all from a single 
National Health Service region, 
went to a meeting organised by 
a pHarmar«»iiH i»a] company on a 
Mediterranean island. This, 
says the college, “could not 
have had the adva n tage of con- 
venience”. 

The code of practice - accep- 
tance of which is a condition of 
ABPI membership - imposes a 
range of specific restrictions on 
drug companies. Posters issued 
for display in doctors’ surgeries, 
for example, must not include 
any message which migfrt 
increase rigrmmd for a particu- 
lar product 

Only around 70 complaints of 
alleged breaches of the code 
were made to the association 
last year, about half of which 
were upheld after investigation. 
Around half of the complaints 
came from companies which 
believed competitors' advertise- 
ments had overstepped the 
guidelines. 

The pharmaceutical industry 
believes the low level of com- 
plaints from doctors demon- 
strates that companies 
appro a ch the marking of their 
products with responsibility. 


Elisabeth Tacey on EC development 

O ve r-the-counter drugs 


WHEN British holidaymakers 
get the fabled holiday tummy 
In other countries of the Euro- 
pean Community, they may be 
comforted to find, among the 
unfamiliar medicines on the 
local shop's shelve, one they 
recognise: Alka Selizer, possi- 
bly with a different name but 
easily recognisable. And head- 
ache sufferers have about a 
5050 chance of finding Rennie. 
Bnt If those are not suitable, 

the drugs wOl be foreign - or 
there might not be any. 

Non-prescription medicines 
markets across the EC vary 
widely, according to Ms Gopa 
Mitra of the Proprietary Asso- 
ciation of Great Britain, the 
trade body representing UK 
makers of over-the-counter 
drugs. The UK market is the 
most advanced in approach to 
self-medication. 

The PAGB carried out a sur- 
vey to find out what products 
were available In other EC 
countries. AJDca Seltzer was the 
only brand available In all 12. 
Rennie appeared in about six 
countries. That was about it 

Generally, southern Euro- 
pean countries such as Italy 
and Spain have a non* 
prescription market. The prob- 
lem is that although the state 
cannot afford to pay, nor can 
many of its poverty-stricken 
people. 

This coupled with the 
impending single European 
market suggests there Is a 
huge opportunity for non-pre- 
scription drug manufacturers. 
However, Ms Mitre is sceptical. 
There have been no trade barri- 
ers for such medicines since 
1965, she says, but culture is 
not regulated by written rules. 

In fto UK and Ireland, self- 
medication is a developed mar- 
ket, with products sold specifi- 
cally for ailments regarded as 
lwinnr and “self-limiting" — 
they only continue for a short 
period and would dear up 
without treatment, although 
perhaps more slowly. UK non- 
prescription medicines have 
strict codes on package label- 
ling, and all manorial designed 
by PAGB members to be seen 
by the public is vetted by the 
association to ensure that it 
co nfo r m s. Ms Mitra says that 
90 per cent of products <m the 
market are vetted in tills way. 

Homeopathic medicines are 
not covered by the association, 
but all drugs have to be 
Urgnsed by the Department of 
Health's Medicines Control 
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' . mmc tflST 1888 

1984 


1985 1986 « 19S8 1989 


Cough remedies 
Cold remedies 

So re throat remedies 
Analgesics (eg aspirin) 
Indigestion remedies 
Stomach upset remedies 
Laxatives 

Skin/acne treatments 
Eye care products 
Hay fever treatments* 


38 

27 

46 

B5 

26 

10 

10 

34 

8 


45 47 47 50 53 

33 38 39 43 48 

55 58 61 63 67 

95 103 1t8 718 129 

27 29 31 33 36 

10 12 13 14 15 

12 13 14 15 18 

37 39 42 46 51 

S* 9 10 10 11 

66 10 


Total OTC market 


400 


450 486 BUS 380 805 
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Agency, set up last year, as 
conforming to standards of 
safety, efficacy and quality, 
and as not making any mis- 
leading or false claims. They 
go through tiie same testing 
procedure as prescription medi- 
cines before approval. 

In the more fledgling conti- 
nental markets, however, the 
drags for self-medication have 
simply been taken off the list 
as needing a prescription, and 
are sold in the same plain 
packs as prescription drags, 
with a separate leaflet that 
tells the patient what the drug 
contains, what the drag is 
meant to be used for and direc- 
tions for safe use, and warn- 
ings about adverse side-effects 
such as drowsiness, dangers of 
tnbriny the with oth- 

ers, and storage instructions. 
In the UK, all this information 
is on tiie pack, regarded as a 
safer practice since leaflets can 
be lost and the medicines are 
likely to be taka by more than 
one person. 

The PAGB is dismayed to 
find that the E uro pe an Com- 
mission draft directive on con- 
sumer information Is advocat- 
ing the continental system of 
separate leaflet and plain pack, 
rather than the UK and Irish 
method. The idea is to have a 
“Euro-padCY suitable for every 
country, and a leaflet easily 
printed in several languages. 
The PAGB, the Consumers’ 
Association and its Europeet 
counterpart are lobbying bant 
to get this changed on the 
grounds that the UK system is 
safer, says Ms Mitre. Anyway, 
«hp argues, the idea hm 
same drugs win be sold 
throughout the Community Is a 
false one: “They wonH have to 
create a 

Looking forward to the 29S3 


single market, draft directives 
p fa n for over-tiW'Coiniter drugs 
to be licensed by the national 
authority of the host country 
and that licence to be recog- 
nised in other countries, 
according to the mutual recog- 
nition principle- Bot as Ms 
Mitra says, mutual recognition 
is not successful now. as 
national interests take over 
from the considerations of 
safety, efficacy and quality of 
the m ed ici ne - 

So the PAGB has s uggest ed 
that, as most non-prescription 
medicines contain a core of 20 
or so compounds, these should 
be listed in a European sum- 
mary of product characteris- 
tics, whose company data Is 
assessed by independent 
experts and its uses for self- 
medication agreed. "Anything 
that varies from that would go 
Into the full licensing proce- 
dure,*’ says Ms Mitra. "We 
mentioned it to the EC and 
they liked the sound of It." 
More weak Is necessary to con- 
sider the proposal. 

But if the c on tinental mar- 
kets seem ripe for growth, the 
UK seems to he stable. The 
PAGB has only collated figures 
In fagym* of retail prices. Strip- 
ping Infla tion out (See table), 
the overall trend appears flat, 
with some remedies in decline. 

The picture may reflect 
moves- towards more healthy 
diets and growing dferffluston- 
ment with medkliias - “people 
are not rushing to that pill bot- 
tle”, says Ms Ultra - and a 
move away from mediation to 
look more at people’s lifestyle 
and environment. There has 
abo been a shift towards “nat- 
ural" or homeopathic modi- 
chaos, which now account for 
£NH a year of the £ 2 bn nfaar- 
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500,000 victims of Alzheimer's disease can toe found in Britain. 
DVIthout government support the cure may not be. 





Alzheimer’s disease is the most common farm of senile 
dementia. Though little is known about the' canse, the risk 
invariably increases with age. 

Distressingly, the victims of Alzheimerh disease are not the 
only people to stiffen Family and friends are also -put under 
tremendous strain.. 

Gradually and unremitting^ the capacity to remember 
think and reason slips away. And the more the disease tightens 
its grip, the more the sufferers Jose jfcheir.grip on reality 

•' Most traumatic of all is the knowledge that, at present, 
Alzheimerh disease is. incurable. . . . • • . • 

How long it remains that way depends to a great extent 
on pharmaceutical research and development. 

Scientists in BritainS pharmaceutical research labs are 
strenuously seeking new (dues in the search for treatments 
to overcome Alzheixnerb disease and other disabl ing and 
life-threatening conditions. This is costing the innovative 
companies in Britain very nearly £1,000 million every yean 

But time is crucial. If British research is to stay ahead 
of the world, companies, need time and the incentive to 
spend even more money developing innovative products 

Due to the time it takes to develop, test and license 
new medicines, pharmaceutical companies lose, on average, 
10-12 years of the usual 20 years of patent protection enjoyed 
by virtually all other new product inventions. 

Sadly, such erosion of patent protection seriously hampers 
medicines research. 

lb help relieve the problem, the European Commission 
haa proposed to restore to all European pharmaceutical 
companies an effective 16-year patent life on new 
discoveries. 

Not as good os the 20 years enjoyed by most other 
products, but a definite improvement on the 8-10 years 
currently available for pharmaceuticals. 

For the sake of every NHS patient, and for millions 
of Others throughout the world who n eed the hope and 
comfort that the prospect of new treatments can bring. 

” ■ GOTerament to the fullest possible 

support to the EC patents plan. vw** 

One day your life may depend on it 
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FINANCIAL TIMES WEDNE SDAY November „ 

TELEVISION 

Nothing to he 
blase about 


ARTS 




A » we being spoiled? 

. /X ? i Sl i S lat . teri ^iai 

JTm televisioa »s pumping 
out tour channels otf 
£2S y °^nal material 18 
hoots a flay, 52 weeks a year 

??^Li WB ' blase and 

Jaded, and almost impossible to 
gTiestion a are 
Prompted by the appearance in 
the last few days of three new 
drama serials - Medics and 
^e Esnder on Wednesdays on 
JTV and. BBC2 respectively, 
and^ House Of Cards on BBC 1 
cm Smalays - and the feeling 
that ^although aD fhxvean 
dearly expensive and made 
with the high level of profes- 
sionalism we have • come to 
expe ct, and each has its 
strengths, they also seem 
remarkably familiar and not 
awfully compelling. 

Set your drama in a hospital 
and yon win, obviously, trigger 
off a whale serpience of echoes 
going back to Emergency Ward 
10 in the 1950s, and Hen Caseu 
^od Dr Kildare in thp early 
’6(te, and c oming forwards via 
General Hospital to St Else- 
where. Broadly speaking, tele- 
vision fashion has moved from 
the glitzy and r o manti c , with 
the white coat serving mainly 
to set off the square jaw, to the 
starkly realistic, in St Else- 
where we have had everything 
from suicide to sex in the mor- 
tuary. 

However, the producer of 
Medics, Gub Neal, datum that 
his serie s “provides a very 
irreverent view of an institu- 
tionalised profession’’ and yet 
“it’s not like any other TV hos- 
pital drama; it avoids the static 
realities and presents a rather 
more romanticised view of hos- 
pital fife - if s a celebration of 
those launching into the modi-' 
cal profession”. No doubt it an 
depends upon how you- define 
“romantic”, but this clalm 
seems interesting when you 
remember ths .bcuk rate hi the - 
opening episode.- Moreover, 
those, of us who diaMke such 
sights as a murder' vfctfan with 
a cut throat and-hloodall over 
the bed mlght have wished 
there was rather mace froth in 
that claim- .about avoiding 
stark realities. -V-. v 

Speaking -as- a ftamer hospi- 
tal porter I would spy that the 
view of sexmd activity in hos- 
pitals taken here by wili er Roy 
MftcheB was pretty accurate; 


among doctors and nurses 
there seems to be BnmnfK<Ti g 
about the proximity of 
fe™Qiarity with toe human 
body, and toe nnwiw of beds 
around Coot to mention l yg? 
anea cupboards) which 
tea rabbit-like level of activity. 
But the belief that television 
has n ot taken thin app roach 
before is miafaiWm The two- 
wrt BBC production. The 
Houseman* Title In 1967 pres- 


ented a decidedly rimnar pic- 
ture. 

There is no one-word 
description such as “medical” 
to describe Die Kinder, yet it 
brings to mind even more 
recent series ufafien. The 
story begins with a mother 
waiting at a school playground 
for her daughter to appear, 
then going inside to look, reap- 
pearing worried with no child, 
rushing to SwH her . eon 
where, and being told ♦*»** the 
fether has already picked UP 
. both boy and gtrL Utter con- 
sternation from the mother; 
the fettw fe of m o th e r nation- 
ality and has presumably 
taken them abroad. Where 
have we seen this precise 
sequencer before? In ITVs 
serial Stolen . -shown in Janu- 
ary. On that - occasion toe 
father was Asian and be took 
bis children back to his home- 
- land; in Die Kinder toe father 
does the same, but this time 
the country Is Germany. 

Consider these phrases from 
a plot su mma ry: . a working 
detective at the heart of 

■ rti<THWi iwBrmiwi rfl nght rm 

in that most contentious area 
where law enforcement 
coalesces with the world of pol- 
itics . . . a thriller set in the 
world of political power 
play . ; alone - against an 
nnfethomable system ... fig- 
ures out of the woodwork of 
covert operations”. It was writ- 
ten by «w»m 1 Wearing; pro- 
ducer of Die Kinder, and 
applies well enough to this 
present drama yet he was actu- 
ally describing his previous 
fend tramendotudy. impressive) 
serial Edge Of Darkness. What 
is more. Die Kinder is con- 
cerned with the way in which 
the timebombs of 1960s' ideal- 
ism may explode in the ’80s: 
exactly the concern of the 
recent Channel 4 drama serial 
Centrepa&n L 

Once the cutout cf fc^fevisfon 
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The *Med3Cs'; funny goings on, but none the worse for that 


reaches a certain level, some 
rimilarities between plots and 
sub-plots are doubtless inevita- 
ble, and it could even be 
argued that repetition is likely 
long before that Shakespeare 
and Marlowe and their contem- 
poraries, Wycherley and Con- 
greve and theirs. Coward and 
Rattigan and theirs, p r o ve that 
in any age plots and preoccu- 
pations will tend to be shared, 
and in no other age has there 
been any attempt to provide 
the sheer quantity which is 
delivered by television today. 

Furthermore, throughout all 
the history of drama, actors 
and actresses have come before 
their audiences in many differ- 
ent parts, so it would seem 
silly now to start complaining 
that - for example - we seem 
to have seen rather a lot of 
Miranda Richardson, who stars 
as the mnthg r in Die Kinder. 
She was also the weirdo wife in 
After PQktngton, a splendidly 
capricious Elizabth I in Black- 
adder, Ruth Bills in Dance 
With A Stranger, and more 
besides. We should, surely, cel- 
ebrate the great strengths of 
the RrMiih acting profession. 
And yet, and yet . 

However good at it he may 
be (and he is outstandingly 
good) does it not 9eem just a 
little tedious to be watching 
Ian Richardson playing yet 
another devious, scheming, 
smoothie with a manipulative 
wife, as he is in House Of 
Cardf! It is only a matter of 
weeks since he was playing the 
Euro politician Spearpoint, a 
suave schemer with a manipu- 
lative wife, is Afnlenhn Brad- 


bury’s The Gravy Train on 
Channel 4. In Porterhouse Blue 
&• was Sir Godber Evans, the 
devious gentlemanly academic 
with a fine line in scheming 
(yes, yes, and a manipulative 
wife) and so the line stretches 
out, back to Private Schulz and 
beyond. 

As for House Of Cards itself 
— an adaptation by Andrew 
(Very Peculiar Practice) Davies 
of the book about political she- 
nanigans in a right wing Brit- 
ish administration by former 
Tory PR man Michael Dobbs - 
the sets and locations used by 
producer Ken Riddington and 
director Paul Seed are superb: 
we might really be is the Pal- 
ace of Westminster and in 
Smith Square ... but why does 
it all feel quite so famili ar? 
There were, it is true, those 
episodes in Campaign, the 
series about a trendy advertis- 
ing agency which got Itself an 
account with a political party, 
and some of that looked 
remarkably like the ad-agency 
snb-plot here (Dobbs worked 
for Saatchi and Saatchi). 

Yet the main reason for the 
sense of familiarity is surely 
the memory of Channel 4’s 
1988 drama serial A Very Brit- 
ish Coup. Although that was 
about a Labour government, 
the trappings were all very 
similar the election night par- 
ties, the chamber of the House, 
the activities in the division 
bell area, and above all the 
incessant hints of vicious 
intrigue. The chipf difference is 
that House Of Cords is wick- 
edly funny and uses a number 
of rather unusual conventions 


such as the confidential Shake- 
spearian aside. It is, I suspect, 
the humour which will ensure 
that House Of Cards will be the 
most memorable of these three 
dramas. 

But what are the answers to 
the questions with which we 
began: are we becoming blase, 
and jaded, and impossible to 
please? Some would say yes. 
others would say it is an occu- 
pational hazard of being a pro- 
fessional critic, but 1 would say 
no. Frequent experience on 
awards juries has convinced 
me that high quality sticks out 
like an oak tree in a cornfield: 
you cannot miss it, nor confuse 
it with that which surrounds 
it. 

The difficulty with works 
such as Medics, Die Kinder and 
House Of Cards may be pre- 
cisely the fact that they have 
been created as part of a seam- 
less web of heavily promoted 
and highly competitive “prod- 
uct”. It is not that they have 
been tainted by being commis- 
sioned for hefty fees: many of 
tbe world's greatest artistic 
creations from Shakespeare's 
plays to Mozart’s symphonies 
were churned out for the 
money. Perhaps the trouble is 
that it now takes a work of 
truly extraordinary originality 
and brilliance to withstand 
attempts to press every series 
Into a high-rating mould, sur- 
vive the marketing effort that 
is put behind everything on 
television, and reach us as a 
recognisable work of individ- 
ual originality- 

Christopher Donkley 


Peaches 


Our Country’s Good 


LYRIC STUDIO^ HAmURSMITH 

The setting is 16th centu r y Venice, 
where the Illiterate are damned as 
vagrants and the literate as heretics. 
All toe rest, if Elisabeth Bond is to be 
believed, are artists or degenerates. The 
cardinal is a degenerate, who buys up 
art to save his immortal soul from the 
syphilis that is devouring his mortal 
re mains. Benvenuto is the artist he 
hires to magnify his name. 

-The overriding impression of the curi- 
ously titled Peaches is of squalor; of 
moral cuu uptioa mirrored in filth at 
costuming and setting. At no point does 
Bond convey the magnificent opulence 
that was so prized by the Venetian 
patrons, which was their gift to 
posterity. She would no doubt argue 
that she is not attempting to paint an 
accurate historical picture, but u sin g 
history as a peg for a more abstract 
reflection on toe morality of art. 

The result, though, is to deny her 
play of any of tire particularity that 
might raise it above the level of la zy 
truism. In order to extrapolate from a 
culture, one must understand its endea- 
vour, and that is precisely where this 
piece fells down. There is a strong sense 
that the writer has picked cm Venice for 
want of any better vehicle, just as she 


has picked on the fashionahle subject of 
art patronage for want of any better 
subject. 

The impression that it has been only 
cursorily researched resurfaces in its 
dealings with religious achism, which is 
represented through the person of Sir 
Robert Witten, an English jgo te stanfc 
there is no sense of the religious or 
poli ti cal background to his heresy. This 
weakness is reflected in the characteris- 
ation, which veers from blatant carica- 
ture to listless underperiannanceu Jane 
Behhaw, so good in Bond’s last play, 
FarromUmd , is wasted here as a one-di- 
menskmal serving sloven, while Dale 
Savage, as the artist Benvenuto, is 
denied a properly anatomised develop- 
ment from starving harft to crafts man 
so principled as to be prepared to die 
for it. One m inntu he is his 


pox-riddled mistress (a gutsy Tina 
Jones) as the Madonna, and the next he 
is refusing to depict the apotheosis of 
6 m cardinal 

a Peter Waxde’s strikingly ugly pro- 
duction for Blackburn-based Raw Cot- 
ton, like the play, ends up going 
nowhere in particular. 

Claire Armitstead 


SWAM THKATRH, WORCESTER 

The Swan, under Artistic Director Pat 
Trueman fe lady Pat), shows a mazing 
initiative for a 350-seat house in a 
regional city rather poor in its trans- 
port comronnirations. This play by Tim- 
beriake Wertenbaker, winner of the Oli- 
vier Play of the Year Award in 1988, is 
adapted from Thomas KeneaBy's novel 
The Plat/maker, which tells of a perfor- 
mance by Botany Bay convicts of Far- 
quhar’s The Recruiting Officer in 1778-9. 

Farqnhar’s play has itself just been 
done at tbe Swan, with many of the 
same company. Earlier this season 
there was a good new adaptation of 
Tom Jones, of which I wrote here with 

^ithn6a«m 

Mias Wertenbaker writes in brief 
scenes as if for television. Before drama 
is even thought of, we are shown the 
state of the prisoners aboard the first of 
the convict fleets, then their dismay at 
| what is still prison to them, in a dispir- 
ftfng ly unsympathetic land, chillingly 
summoned up by Gayle Friend's design, 
a plain, straight sloping stage set askew 
against a backdrop of distant eucalyp- 
tus trees. 

We see too the officers of the trans- 
port fleet, concerned mostly with pun- 
ishment (the play begins with an offs- 


tage lashing). Only Captain Philip, 
appointed Govemor-in-chief (Kim Dur- 
ham), shows humanity among the 
senior officers, who are led in brutality 
by Marine Major Ross (Philip Dunbar). 
It is a second-lieutenant, Ralph Clark 
(Paul Clarkson), who hits on the idea of 
distracting the convicts by watching, 
and even acting, a play. 

He Is a humane young man , and bis 
acting company, few of them literate, 
are more concerned with their own 
problems than Farquhar’s. But we see 
the slow progress of rehearsal, with 
such problems as playing in shackles, 
End the death sentence on Liz Morden 
(Helen Pearson), unwillingly cast as 
Sibylla, on a false charge of theft. 
Woven into the story are such extrane- 
ous matters as Midshipman Brewer’s 
fear of ghosts and toe reaction of the 
aborigines to toe new phenomenon of 
the convict settlers. 

It is as moving as it is interesting, 
and excitingly performed tinde r Miss 
Trueman’s direction, with consistently 
good playing by a ten-strong co mp any. 
esy-h with more than one part. Worces- 
ter is very lucky with its theatre. 

B.A. Young 


New Gruber concerto 


QUEEN ELIZABETH HALL 

Given a programme that tested 
their mettle in all sorts of 
ways, the London Sinfonietta 
were in superlative form on 
Monday. Doubtless that had 
something to do with their 
conductor Lothar Zagrosek, 
too. whose dramatic grip was 
unfailing (vital for the 
musically weaker stuff) and his 
insights remarkable 
Webern's op. 10 Five Pieces 
luminously realised, his severe 
Concerto op. 24 rendered with 
acute lyrical subtlety. 

The Sinfonietta players 
dazzled in Donatoni's Cloches, 
which kept them dangerously 
busy - long successive 
stretches of repeated-notes, 
racing scales, torrents of trills 
- without suggesting for a 
moment that anything much 
else was going on. We had a 
contrasted pair of recent 
Xenakis things: Echange 
proved to be one of his 
picturesque ethnic studies, 
toughly evocative with its 
shrill reeds and Its 
borborygmic bass clarinet 
(Timothy Lines displayed 


breathtaking stamina), and 
Jalons in his more usual 
pugnacious vein, and more 
than usually varied If you can 
set aside any idea that 
pitch-relations (as in themes or 
harmonies) should play a 
significant role in music. 
Xenakis’s command of 
sound-densities, raw colours 
and kinds of attack is stonily 
impressive. 

The heart of the concert lay, 
however, in H.K. Gruber’s 
Cello Concerto, written last 
year for Yo-Yo Ma but here 
given its U.K. premtere - 
superbly - by Christopher van 
Kampen. It sings, 
continuously, though rarely in 
the old familiar ways. There is 
a strong sense that some very 
good pop song is at the bottom 
of it (as becomes explicit at the 
end of his Violin Concerto no. 
1). but if so it is perpetually, 
mischievously refracted. 
Gruber’s trick of letting 
musical ideas seem to vanish 
suddenly in puffs of smoke, 
only to be found going blithely 
on somewhere else, has never 


been so brilliantly developed 

hi feet the orchestra itself 
seems a white witch's 
simmering cauldron of Ideas, 
with sudden bright eruptions 
amid the generally ravishing 
sound, not just Gruber's 
beloved vibes and 
dance-percussion, nor his 
glowing grids of soft strings, 
but a sound with an uncanny 
depth that permits several 
distinct events at once to 
proceed in perfect lucidity - 
and never hiding the solo voice. 
The chamber-orchestration is 
masterly; Gruber used, after 
alL to play bass in the 
ensemble Die Reihe. 

Yet there is a rigorous, 
cunningly disguised economy 
of material, and Gruber’s 
unmistakable way with 
diatonic harmony, as if 
viewing It from a sceptical but 
affectionate distan ce. Suffused 
with wit and sentiment though 
it is, this is seriously modem 
music 


David Murray 


II barbiere di Siviglia 


co vorr GARDEN 

The second deal of this 
season's Royal Opera Barber 
revival, with an entirely new 
set of principals, seems by all 
accounts disastrously inferior 
to the first On Monday the 
comedy was lamed by tbe grue- 
some miscasting of Basilio (a 
Russian bass who toms the 
rtaiiim language into one of d*p 
rarer Slavonic dialects) and 
Bartolo, and by an insuffi- 
ciency of rehearsal that was 
everywhere apparent - 
Gabriele Ferro, who on the 
right night is a Rossini conduc- 
tor of excellent style, seemed 
in Act 1 barely able to bold pit 
and stage together (ensemble 
improved in Act 2). 

This sorry performance - is 
anything in opera more 
delightful than a scintillating 
Barber, or more tedious than a 
soggy one? - would merit a 
veil of charitable silence were 
it not for the presence of three 
fluent, attractive leading per- 
formers. who between them 
managed to save tbe evening 
from abject disgrace. Vladimir 


Chernov, the Kirov baritone 
who first sang in the house 
during the Leningrad com- 
pany’s 1987 London visit, could 
well be a new Royal Opera 
star. He is handsome, arrogant, 
light on his toes, as every good 
Figaro should be; the voice is 
not just of first-rate quality, 
beautifully full-bodied and for- 
ward-thrusting, brighter in 
timbre than his Russian rivals 
Leiferkus and Hvorostovsky, 
but moves in an idiomatically 
Italianate way - Mr Chernov 
was schooled in Italy, to evi- 
dent and impressive effect In 
such a performance he could 
do little more than go through 
the motions, but at least they 
were never less than vital 
ones. 

Della Jones, long ignored by 
Covent Garden while 
manifestly inferior Rossini 
mezzos occupied its stage, was 
offered her first Royal Opera 
Rosina at the last minute 
(Edita Gruberova, the original 
casting, has 'flu). She was not 
at her freshest or most 


communicative in the first act, 
though even there the sizzle 
and sparkle of her technique 
pierced the prevailing torpor 
every now and then; the lesson 
scene combined delicious 
virtuosity with a smile on the 
words and facial expression 
previously missing, and from 
there on this was the Jones 
Rosina just as in the past - 
spicy, witty, warm. 

Justin Lavender, the young 
English Alma viva, needs to 
absorb some of her command 
of style - he trundles through 
the florid passages, and his 
moulding of the melodies, 
though decent enough, lacks 
seductive charm. But the raw 
material (personable stage 
presence, high tenor of 
appealing, full-grained 
character) is distinctly 
promising. He deserves a more 
flattering wig and makeup - 
and, in the future, an 
altogether happier return 
engagement 

Max Loppert 


Swan Lake 


SADLER’S WELLS 

The crew of the Marie Celeste 
disappeared, of course, in 
search of a production of Swan 
Lake. Crop circles are probably 
caused by little green men on a 
similar quest. I sometimes 
think that there are no aberra- 
tions of human behaviour that 
cannot be explained by the 
public’s insatiable desire for 
this stalest of theatrical plea- 
sures. And here it is again this 
week in Rosebery Avenue, in 
the production by the Moscow 
Classical Ballet that we first 
saw in 1988 on the temporary 
but spacious stage built in the 
Islington Business Design Cen- 
tre. 

Two years on, it has plainly 
done yeoman service, and the 
company moves through its 
paces with an unsurprised and 
decent efficiency. The chal- 
lenge of the present season is 
to fit as much as is possible of 
the design (by Tim Goodchild: 
this is an AngloBoviet enter- 
prise) and the dance onto the 
exiguous Wells stage. The 
result looks at times like the 
cabin on ship-board into which 
the Marx Brothers introduced 
everything except the ship 
itself. There is a good deal of 
classical pussy-footing, steps 


ARTS GUIDE 

THEATRE and OPERA 

London 

Aspects of Love (Prtno ecf _ . 

Wales). Andrew Lloyd Webber’s 
latest is an intimate cham ber 
operetta derived from DavM Gar- 
nett’s 1355 novella. Musically 
Interesting and wtill directed 
by Trevor Nunn. A probgMg. 
but unspectacular, mt QBBS BBTQ. 
Absurd Person Singular ( White- 
hall). Revival erf early Ayckbourn 
comedy, directed by tbe master 

himself, about three oooples at 

Christmas in three kitchens aver 
three years. Moira Redmond, 
Richard naiw and LavimaBer- 
tram on fine form in a pr^w_ 

tion which confirms Ayckb«uai a 
early bleakness (071 837 1119). 
Extended nntfl January 

Man of the Moment (Globe). 

Nigel Planer aaA Gareth Hub* 
to another Alan Ayckboumplay. 
this about media manipula- 
tion <437 3657). 

Into TIk Woods (PhoemaOJUlia 

Mckenzie shines as tbe witch 
in Stephen Sondheim's rajjto 
di van of fairy tales. The title son g 
is more memorable tha n astor y- 
line that descends into 
nation ami chaos as the charac- 
tere'dreams turn sour (8£tf 10 CM)- 
Cats (New London). 
of T-S Eliott words. Uapoweth 
ber music and feline d ance has 
made this Brftain’slongest run- 
ning musical (405 OOJ2^. 

Roral Opera. Covent Gf?den: 
SeKiSuSon by Adoff 
of FUtelio Is coudurtedbyams- 
toph von Dohnanyu 
Gabriels Benacfcova. Jan BUnk 
hot, Monte Pederson, and BMert 

Lloyd in loading 
performances of toe Bta bitTe 

Ssnrifrfifc reyjva*. SJifSieseo- 
by Gabriele Ferro, with theseo- 


November 16-22 


taken s mall, and jumps reined 
in as if they had to be rescued 
from the orchestra pit 
None of which would matter 
were there any perceptible dra- 
matic life in the leading idles. 
Both Vera Timashova and 
Alexander Gorbatsevich are 
conscientious performers, hut 
the emotional and physical ten- 
sion which might make poetry 
from this prosey staging is 
nowhere apparent. They go 
through the motions of love 
and hapless passion, and a 
hi g h-r omantic finale in which 
Odette. Siegfried and von Roth- 
bart all lie dead at curtain fell, 
as If numbed by repetition of a 
routine too familiar now to 
touch them. The staging is 
thus dead at its heart, and the 
swan maidens who frame this 
non-drama have a lightly 
sedated air, seaming impecca- 
bly precise in style and several 
removes from the task in band. 
It is Swan Lake with a dash of 
novocaine. 

Yet for the happy public 
there are the rewards of a pre- 
sentation unadventurous but 
clear, rich in flashy costuming, 
with Arthurian outfits for the 
court, and a ballroom so be- 
candled and dominated by a 

SALEROOM 


Madonna and Child that it 
looks like a high altar. The 
score is thinly played, but con- 
ducted with finesse by Vladi- 
mir Rylov, who merits better of 
bis musicians. And there are 
two male dancers to lift the 
spirits. The young Vladimir 
Malakhov was the hero of the 
earlier London showing. He 
remains grandly expansive in 
the first act pas de trois and 
toe Neapolitan dance, with fine 
line, and a large horizon to his 
dancing SO that we follow his 
movement as if it reached out 
liar beyond the stage. Ilgiz Gali- 
rnullin was also an ebullient 
and admirable dancer two 
years ago, and though still 
trapped in the role of the 
Jester (ballet's equivalent to 
Broadmoor) he moves with 
such buoyant energy, and with 
such precision to his bravura, 
that we rejoice in his presence. 
For the rest there are cross- 
bows, an evil enchanter, a 
stretch of water that could be 
Windermere, and lots of swans. 

It may be heretical, but I would 
welcome the appearance of 
Edd the Duck on the lake. 


Clement Crisp __ 


ond of two interesting casts: 
Edita Gruberova. Justin Laven- 
der, Vladimir Chernov. Eric Gar- 
rett, and Alexander Morozov. 
RngHah National Opera, Coh- 
setna; Cost fan tutte. In John 
Cox’s styBah 1990 pro ductio n , 

returns with a new cast, led by 
Rita CuBis and Glenn Winslade, 
and Peter Robinson as con du ct or . 
Further performances bf tbe new 
double bin — Delius's P m nb tw n 
and Garda, PnoctaL's Gianni 
Schicdn - conducted by Charles 
Mackerras and produced by JuHa 
Hollander. 

Paris 

Bastille Opera. Tbe season opens 
with Verdi’s OteOo cond ucted 
by Myimg-Whun Chung wtth 
placido Domingo in the title rote 
tor the first five performances 
and with Renato Bruson as lago 

and Kalian Esoertan as Desde- 
mona (40011618). 

Brussels 

Theatre Royal de la Ma amrtg . 
The Mormate Opera in Hans Zec- 
der’s Stephen (xintax. SplWdn 
prtBhm Jing conductor, staging 
by Peter Mussbach, nets by Paul 
Lerehbaumer. 

Antwerp 

KrarfnkltiteVlaamse^ffla. 

The Royal Flanders Opera In 
Verdi’s Macbeth. Rudolf Werthen 
oondnetor. staging by Gflbert 
Deflo With Josephme BArStow, 
pablo Elvira. Gabor Andrasy, 
Huw Rhys-Evans. 

Utrecht 

Opera Forum with Janfioeh’S 
Oomtna Little Vixen. Jin Ptakas 


conducting ^ Forum Philhar- 
monic. V reden burg (Wed). 

Turin 

Teatro Begin. The Begin cele- 
brates its 2S0th anniversary with 
two versions of Verdi’s Dm Car- 
lot (the French and the Italian) 
perf o rmed alternately between 
now and mid-December, both 
of which are conducted and pro- 
duced by Gustav Kuhn, but with 
different casts. The Italian ver- 
sion will be the one given in 
Modena in 2886L which includes 
tbe first act in tbe forest of Fou- 
tainebleau: the French edition 
will also be the full-length ver- 
sion (8815241). 

Vsnlc* 

Teatro Fenice. Alban Berg's 
T,ih, sung in German in a new 
production by Giorgio Marini, 
with 1930s sets and costumes 
by Laura Grisman. Tbe excellent 
cast ia led by Ann Pa nag ulia s , 
irmlriny her European debut in 
too title rote, conducted by 
Yoram David (5210161). 

Lieu nil . 

Opera. Hindemith's rarely played 
Mathis der Mahler will have its 
premiere this week, produced 
by GOtz Friedrich wtth the title 
role sung by the Finnish singer 
Jonua Hynninen. Other perfor- 
mances Cost Jan tutte 

with Angela Denning, Keith 
Lewis. Mariana CforromHa, Cared 
Malone; Kotja Kabanovaa with 
Karan Armstrong, Patricia John- 
son. Maria Teresa Reinoso and 
fimnfll* Capasso. Also Hans 
Neuenfels’ production of Rigo- 

tetto. 


Hamburg 

Opera. Jochen Kowalski JUeder 
recital, accompanied at the piano 
by Shelley Katz with songs by 
Mozart, Beethoven and Schubert. 
Die Hochseit des Figaro in Johan- 
nes Schaafs production opens 
this week. The cast Is led by 
Lncio Gallo, Helen Kwon. Alan 
Titus. Ning Liang. Dieter Weller, 
with R tiah u Inbal making his 

debut as conductor in Hamburg- 
Also BBnset tend Gretel and the 
ballet Peer GynJ. 

Cologne 

Opera. Rhetngold, Watkure, Sieg- 
fried, are part of the new ring 

cycle in a co-production with 
the Dusseldorf opera, produced 
by Kurt Horres and conducted 
by Hans Wallat The cast . 
includes renowned Wagner sing- 
ers William Johns. Martin Finke, 
Robert Hale, Paul Frey, Nadine 
Secunde, Deborah Polaski, Anne 
Gjevang and Shirley Close. 


Munich 

Opera. Natruao stars Julia Var- 
ady. Daphne Evangels tos, Wolf- 
gang Braudel and Paata Burchul- 
adze. Pal es t rina has Georgina 
von Benza, Marilyn Schmlege, 
Manfred Schenk and John Broe- 
cheler, in toe main parts. Un 
Boko in Maschera brings Sharon 
Sweet, Magana Lipovsek, Alex- 
andra Agasche and Wolfgang 
Rauch together. Further offered 
La Sulphide, choreographed by 
George Balanchine, Richard 
Strauss’ Die dgypiische Helena 
with Gwyneth Jones and Spas 
WenfcoSL 


New York 

False ttoland (Lucille Lortel). 

It will be known as tbe musical 
about Aids first hitting New 
York but it goes much further 
than that, showing the effect 
on a larger circle of people, who 
include a boy having a Bar Mlte- 
vah and his parents, ail three 
of them (924 8782). 

Grand Hotel (Martin Beck). 
Tommy Tune, Broadway's pres- 
ent musical doctor, directs this 
remake of the Garbo film to 
shake the bones of this inert 
depiction of lives criss-crossing 
in an el eg a n t, but somewhat ran- 
dom setting (246 0102). 

Cats (Winter Garden). Still a sell- 
out, Trevor Nunn’s production 
of T.S. Eliot's children's poetry 
set to music is visually startling 
and choreographlcally feline (239 
6262). 

Les Miserable® (Broadway). The 
magnificent spectacle of Victor 
Hugo's majestic sweep of history 
and pathos brings to Broadway 
lessons in pa geant ry and drama 
(239 6200). 

Phantom of the Opera (Majestic). 
Stuffed with Maria Bjomson’s 
gilded sets. Phantom rocks with 
Andrew Lloyd Webber's haunt- 
ing melodies in this transfer 
from London (239 6200). 

Gypsy (St James). This 30th anni- 
versary production is a reminder 
of the heyday of the American 
musical with memorable tune 
after memorable tune, as well 
as a forceful plot about tbe ambi- 
tious stage mother who encour- 
ages her daughter even into bur- 
lesque (2-16 0102). 

Metropolitan Opera: James Con- 
Ion conducts Salome with Hilde- 
gard Behrens, Helga Demeech 
and Peter KazacAS in Nikolaus 


LehnhofTs production. James 
Levine conducts Arvin Brown’s 
production of Porgy and Bess 
with Priscilla Baskerville, Marvis 
Martin and Terry Cook. James 
Levine also conducts Piero Fag- 
gioni's production of Un Bako 
in Maschera with AprOe Millo, 
Lucian Pavarotti and Juan Pons 
and (362 6000). 

Washington 

Washington Opera. The com- 
pany’s 35th season continues 
with Maria Ewing in the title 
role of Salome, in Sir Peter Hall’s 
production conducted by Gerald 
Schwarz. Yoko Watanabe is Mimi 
and Antonio Ordonez is Rodolfo 
in Gian Carlo Menottfs produc- 
tion of la Boheme conducted 
by Vjekoslav Sutej. Opera House, 
Kennedy Center (416 7800). 

Chicago 

Lyric Opera. Donato Renzetti 
conducts Andrei Serban’s new 
production of Lucia di Lamntcr- 
moor with June Anderson as 
Lucia amd Alfryvo Kraus as Sir 
Edgar. Frank Galati directs 
Argento’s The Voyage Of Edgar 
Allan Poe, with libretto by 
Charles Nolte. Christopher Keene 
conducts. Civic Opera House 
(332 2244). 

Tokyo 

Kabuki: Performances at Kabu- 
ki-za centre around a name-tak- 
ing ceremony for toe actor Sen- 
jaku, wbo follows in his father's 
footsteps to become Gartfiro QL 
Both performances (11am. 
4.30pm) are mixed programmes, 
combining drama, spectacle, 
song and dance. Earphone guide 
in English and English-language 
programme (541 3131). 


Connoisseurs chase Erasmus 


A copy of the “Adagia” by 
Erasmus, with many revisions 
in the hand of the author, sold 
for £495,000 at Sotheby’s yester- 
day to the Dutch dealer Nico 
IsraeL The price was almost 
double the estimate and con- 
firmed that demand is still 
strong for rare art objects of 
interest to connoisseurs rather 
than to speculators. 

Autograph material by Eras- 
mus, the great Dutch humanist 
of the early 16th century, is 
very rare. He gave this copy of 
the book, a collection of prov- 
erbs taken from classical texts, 
to his pupil Nicholas Cannius, 
with a detailed commentary. 
Many of the expressions 
recorded are still in common 

speech, such as “Cupboard 
love” and “God helps those 
who help themselves”. But bar- 
gains were available in the sale 
of continental books and 
manuscripts. The London 
dealer Joseph secured a Ger- 
man Bible of around 1560, with 
woodcuts by the famed Virgil 
Solis, for £39,600, well below 
forecast. 

So far this has been a good 
week for Sotheby's, following 
its hard time selling Impres- 
sionist and modern art in New 
York last week. In the same 
city on Monday it did well with 
Pre Columbian art, setting a 
new record for this market 
with the £128,361 paid for a 
pair of Mayan limestone zoom- 
orphs, anthropomorphic sculp- 
tures representing deity fig- 


ures, orginating from the 
Belize area between 250-450 
AD. 

Christie’s continued yester- 
day with its mammoth sale of 
Japanese art Monday brought 
in £485,914 with 24 per cent 
unsold and a top price of 
£50,600, below estimate, for a 
pair of six leaf screens with the 
typically eliptic Japanese 
inscription “More endearing Is 
the fragrance than the colour, 
whose sleeves brushed the 
plum blossoms of my abode”. 
On Tuesday the unsold per- 
centage was slightly higher 
and the top price in toe morn- 
ing was fife £49,500 paid for a 
Kakiemon bowl made around 
1700. 

Rut the highest prices for 
Japanese art this week were 
not paid ia the saleroom. On 
Monday London dealers Esken- 
azi opened its exceptional sale 
of Japanese lacquer which it 
had bought, for around £3m, 
from the American collector 
Charles A Greenfield, and it 
sold the most important items 
within minutes, establishing 
records in the process. An 
early writing box of around 
1600 was sold for £350,000, a 
record for Japanese lacquer. 
An inro, decorated with an ele- 
phant, sold for £150,000, a 
record for any inro. On the 
first day Eskenazi sold 85 of 
the 141 objects, mainly to non- 
Japanese collectors. 

Antony Tbomcroft 
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Now for the 
second round 


MRS Margaret Thatcher’s 
failure to defeat Mr Michael 
Heseltine in the first round of 
the Conservative party leader- 
ship contest owes something to 
the curious arithmetic of the 
ballot, but it is, nevertheless, a 
shattering blow to her own 
position. Of the 372 Tory mem- 
bers of parliament eligible to 
vote, 204 chose her, against 152 
for Mr Heseltlne. But because 
her winning margin was just 
below the 15 per cent required 
under the rules, the contest 
goes to a second ballot Thus 
the result Calls well short of an 
endorsement of an incumbent 
who baa led the party for 15 
years, 11 of them as prime min - 
ister. After scoring three gen- 
eral election victories in a row 
she must have expected better. 

In consequence the political 
message of the first ballot can- 
not be ignored. For 168 Conser- 
vative members of parliament 
45 per cent of the potential 
electorate, either voted against 
the prime minister or 
abstained. The wider public 
bas Indicated, through a series 
of opinion polls, that it would 
be more likely to vote Tory in 
a general election if Mr 
Heseltine had become leader. 
Yesterday's result falls well 
short of a clear victory for the 
challenger but that is beside 
the point Despite her immedi- 
ate announcement, within a 
few minutes of the result being 
known, that she would fight on 
into the second ballot there 
are serious doubts whether 
that decision is in the best 
interests of the party, the gov- 
ernment, or the country. 

Cabinet strains 

The prime minister is by 
nature a fighter. Her instinct 
must be to stay until there is a 
defeat, according to the rules. 
Politically, that is difficult to 
sustain. It will also create enor- 
mous strains among her cabi- 
net colleagues, several of 
whom have been quietly pre- 
paring against the eventuality 
that their own names might go 
forward in a second round con- 
test The prime minister has 
presumably calculated - with 
some reason although not with 
certainty - that if she herself 
stands none of her cabinet col- 
leagues will oppose her. 

If that were to be the case 
the only Conservatives of dis- 
tinction who could join the 
lists on Thursday. Mr 


Mr Rocard 
survives 


IN THE absence of a solid 
parliamentary majority, the 
French socialist government 
led by Mr Michel Rocard has 
regularly seemed in danger of 
defeat and never more so than 
on Monday night For the first 
time in 2Vi years, the conserva- 
tive opposition parties were 
Joined by the Communists in a 
vote of censure, and it only fell 
short of the statutory majority 
by a bare five votes. Neverthe- 
less, the government has sur- 
vived, and it lives on to fight 
another day. 

This situation has the merits 
of its defects. There are obvi- 
ous disadvantages in precari- 
ous parliamentary majorities, 
and one of them is that the 
government is liable to be too 
vulnerable to short-term nego- 
tiations with the political lob- 
bies. The full extent of Mr Roc- 
ard’s vulnerability is measured 
by the fact that he can no lon- 
ger count on the reluctant sup- 
port of the Communist party, 
which means that he is even 
more dependent on the ad hoc 
support of centrist MPs. 

But these inconveniences are 
no more disadvantageous for 
the country, and they may be 
much less, than those of gov- 
ernment by large and disci- 
plined parliamentary majori- 
ties, which are out of all 
proportion to the real balance 
of opinion of the electorate. 

Moreover, in the case of Mr 
Rocard, the imperatives of par- 
liamentary management in 
present circumstances happen 
to coincide with his personal 
conviction, that government is 
better carried on by dialogue 
than by diktat. Mr Rocard 
wants to reform. French soci- 
ety, and this is an ambition 
which can more easily be 
achieved by negotiation than 
by a cast-iron parliamentary 
majority. 

Periodic crisis 

It would be idle to pretend, 
however, that Monday’s defeat 
of the opposition censure vote 
was just another method of 
securing a parliamentary 
majority, without any underly- 
ing significance for the politi- 
cal system. The government 
has avoided defeat, and on 
rational grounds it ought to be 
able to continue to govern for a 
considerable time to come. The 
trouble is that there is an 
undefinahle sense that the 
French political machine is 


approaching one of its periodic 
crises. 

Part of the problem is sys- 
temic. and is rooted in the con- 
stitution of the Fifth Republic 
which divides authority and 
legitimacy between the presi- 
dent and the prime minister. 
Ostensibly, tbe president 
should stand above the daily 
fray, deciding the strategic 
issues of defence and foreign 
policy, but leaving the govern- 
ment to handle the manage- 
ment of the economy. But the 
history of the Fifth Republic 
has been of a series of in-built 
conflicts between president 
and prime minister, and tbe 
conflicts have usually ended 
with the replacement of the 
prime minister. 

Political cachet 

Moreover, President Mitter- 
rand bas become increasingly 
reluctant to refrain from inter- 
vening in the affairs of man- 
agement, and it is this which 
gives an extra foretaste of a 
crisis yet to come. The pretext 
for presidential interference is 
not merely that Mr Mitterrand 
is ultimately responsible for 
government, but that he can 
reassure Socialist party mili- 
tants by conferring a more or 
less authentic political cachet 
on government policies which 
in reality are more centre-left 
than socialist. 

Lately, however, President 
Mitterrand bas been tending to 
go an irrational step further, 
by fHetanring himself from his 
government and his prime 
minis ter, in the case of the 
school protests, he has given 
the distasteful impression of 
egging on tbe students against 
his own government. 

This is no doubt largely a 
question of personalities and 
personal ambitions: Mr Rocard 
Stands a good chance of win- 
ning the presidency in five 
years' time, whereas President 
Mitterrand would prefer to be 
succeeded by Mr Laurent 
Fahius. speaker of the National 
Assembly. But tbe spectacle of 
discord apparently stirred up 
by the president is not a 
healthy phenomenon, espe- 
cially at a moment when the 
economic situation is becoming 
more difficult, and the country 
is poised for historic decisions 
in the European context Mr 
Rocard can probably survive 
for quite a while yet and he 
deserves to be allowed to try. 


I! 


Heseltine apart would be Sir 
Geoffrey Howe and Mr Norman 
Tebbit No one else outside the 
government quite fits the bilL 
If they both joined there would 
be four runners. Such a Large 
field would almost certainly 
force a third ballot. What, 
then, of a straight replay of the 
Thatcher-Heseltine ballot? 
With the same results under 
the second-round rules the 
prime minister would be the 
victor. There are two objec- 
tions to this course of action. 
The first is that there might be 
a bandwagon effect for Mr 
Heseltine, who might do far 
better in the second ballot than 
the first The second is that 
even if she non in such condi- 
tions it would be a pyrrhic vic- 
tory. 


Underlying fissures 

The cabinet would naturally 
exercise its responsibilities, 
but it would not be able to 
maintain so much as an out- 
ward show of unity, even if the 
underlying fissures could be 
put into some semblance of 
good repair. The most out- 
standing of these fissures is 
over the British government's 
approach to the forthcoming 
inter-governmental confer- 
ences of the EC, which are due 
to begin in a few weeks' time. 
After Sir Geoffrey Howe’s pow- 
erful attack on her attitude to 
the EC, and after two or three 
rounds of heavily-contested 
leadership elections, tbe prime 
minister's credibility would be 
severely damaged; the pros- 
pects of a Labour victory' at the 
next election could only be 
enhanced. 

It would be better to make a 
dignified exit now. This would 
be a momentous step, but it 
would allow some of her col- 
leagues, such as the foreign 
secretary*, Mr Douglas Hurd, 
and the chancellor of the 
exchequer, Mr John Major, to 
put their own names forward 
tomorrow. Of these two. Mr 
Hurd has more ministerial 
experience, but Mr Major is 
better equipped to build on the 
achievements of the Thatcher 
decade in tbe economic sphere. 
Either of these, or. indeed. Sir 
Geoffrey himself, would stand 
a better chance of unifying the 
party than would Mr Heseltine; 
any of the three would be pref- 
erable as a new prime minis- 
ter. 


t always pays to take a few steps 
back before assessing a great 
political crisis like the one that 
■has now overtaken Britain’s 
Conservative party. The morning 
after never looks quite like the night 
before. That aside, the main protago- 
nist Mrs Margaret Thatcher, is one of 
die world's most able survivors. 

There is another little problem. One 
of the abiding cliches of politics Is 
that "things can never be the same 
again” It is trotted out after every 
great Tory drama, and it is rarely 
true. During Mrs Margaret Thatcher’s 
long career as Britain’s prime minis- 
ter this familiar refrain has been 
heard at every turn, from the early 
years when a huge herd of economists 
wrote to say that her policies would 
ruin the nation (they did not), 
through the Falklands war, the min- 
ers’ strike, the Westland affeir, ups in 
the opinion polls, downs in those 
same polls and the steady tramp, 
tramp of departing ministers out of 
the front door of No. 10 Downing 
Street to sit on the backbenches, or, 
in some cases to retire from politics. 

In every case, the prime minister 
has made a convincing show of get- 
ting on with her job, losing herself in 
those horrendously long hours she 
puts in, flying from capital to capital, 
appearing in the Commons, sitting 
with her despatch boxes, receiving 
the world’s distinguished persons. 
The great clichd has been proved 
wrong, things have not only been the 
same a gai n , but more of the same, 
and doubly more. 

But this tune it hard to believe that 
that can be so. It is possible to con- 
struct a scenario in which Mrs 
Thatcher emerges victorious from 
either the second or a third round of 
voting by the 372 members of parlia- 
ment who elect the Conservative 
leader, but it is very difficult indeed 
to believe In it, and very nearly 
impossible to believe that it could be 
the same great figure, commanding 
the same immense power, who would 
emerge at the end of the process. 

First, that scenario. Within minutes 
of the first ballot result being 
announced. Mrs Thatcher was on the 
steps of the British ambassador’s resi- 
dence in Paris to declare that she had 
lost by only a whisker and would 
therefore allow her name to go for- 
ward for a second round. This lighten- 
ing reaction may have been instinct, 
or it may have been pre-prepared. 
Either way it served two purposes. 

First, it put her potential rivals in 
her own cabinet on notice that if any 
of them wished to challenge her in 
round two they would either have to 
break promises not to do so - which 
would be the case for Mr Douglas 
Hurd, the foreign secretary - or. in 
effect, resign from her cabinet - 
which applies to all of them including 


Joe Rogaly says Mrs Thatcher has been 
severely wounded by the Tory election result 

Things can never 
be the same again 
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Mr John Major, the chancellor of the 
exchequer. Second, her instant-reac- 
tion announcement may have been 
intended to warn off any elder states- 
men who may wish to persuade her to 
retire now and allow a broader-based 
contest to take place. 

Within a very short while it became 
clear that she had some hope of suc- 
cess in achieving her first objective, 
since Mr Hurd and Mr Major pro- 
nounced that they were sticking 
bytheir undertaking not to fight 
against her. They would, indeed, sup- 
port her in the second round. She 
seemed, however, to have failed in at 
least the second objective, as reports 


circulated that certain senior Conser- 
vatives had come forward with advice 
that she withdraw from the contest. 
One can imag ine her close and imme- 
diate staff telling hex. as Mr Norman 
Tebbit did in public, that if she polled 
as well in next Tuesday's ballot as she 
did yesterday she would, under the 
second round's rules, win by a simple 
majority. She might, in a repeat of her 
straight fight against Mr Heseltine, 
but it would be a wounded prime min- 
ister and a divided Conservative party 
that emerged from the process. 

There is another possibility, one 
that is not her scenario at all. It is 
that the momentum built up by Mr 


Heseltine in yesterday's vote could 
enable him to peel away just 19 votes 
from the prime minister’s tally. Add 
in the abstentions on his side and be 
has won. That is why there is likely to 
be pressure on her today to reconsider 
her statement of last night. She may 
calculate that her 201 votes are rock 
solid, that if others - Sir Geoffrey 
Howe, say - come forward as a stop* 
Heseltine candidate the effect will be 
to take votes from him, not her, but 
this is dangerous territory. 

Those opinion polls are the prob- 
lem. They keep indicating that Mrs 
Thatcher herself is as electoral liabil- 
ity. This may be for no moms serious 
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nly one British prime minister 
I since the Second World War 
has left office voluntarily. 
That was Mr Harold Wilson in April 
1976, and so surprising was his 
departure that there were immedi- 
ately suggestions that there must 
have been sinister reasons behind it 
In fact, the now Lord Wilson seems to 
have decided - and to have promised 
his wife - that one day, enongh 
would be enough. Even then he had 
to watch the exchange rate carefully 
to see tbat bis going would have no 
undue effect on the pound. 

AH other prime ministers have 
either been voted out in a general 
election or forced out by their own 
party. The record suggests that when 
it comes to internal fights the Conser- 
vatives have always been more 
vicious than the Labour party. Clem- 
ent Attlee became prime minister in 
1945 at the age of 62. narrowly sur- 
vived the general election of 1950, 
lost tbe general election the following 
year, but remained leader of his 
party until 1955. 

On the Labour side again, Wilson is 
the only prime minister since the war 
(discounting Winston Churchill in 
1945) to have been defeated in a gen- 


Malcolm Rutherford on how the parties eject their leaders 

Nights of the long knives 


era! election - by Mr Edward 
Heath in 1970 - and to have 
returned to No 10 Downing Street 
some years later. 

The Tories have never shown such 
tolerance. Their problem has been 
how to find a way of getting rid of a 
leader who had ceased to deliver the 
goods. It used to be said that they 
relied on the “customary processes of 
consultation” from which a suitable 
figure would '‘emerge”. There was 
always an element of romantic myth 
in that Such was Churchill's stand- 
ing that there were no customary 
processes that could be applied to 
him. Nobody could stand up to him. 
The result was that be stayed too 
long and was frequently ill tn office. 

The longevity of the Churchill pre- 
miership also meant that Sir 
Anthony Eden was the wrong man 
for the job by the time he came to 
replace him. There is some evidence 


that Churchill thought that himself, 
but by then there was no satisfactory 
way of doing anything to stop it 

Eden was bundled off the stage 
after Suez to be succeeded by Harold 
Macmillan. Again there were some 
who thought at the time that be was 
not the right man - on Suez as chan- 
cellor of the exchequer he was 
accused of being “first in, first out*, 
but while he framed the party's for- 
tunes round and handsomely wan the 
general election of 1959, the Conser- 
vatives loved him. 

In the early 1960s, however, the 
Macmillan administration ran into 
difficulties remarkably similar to 
those of Mrs Thatcher's in recent 
months. The prime minister began to 
seem out of touch and perhaps out of 
date. Several times he considered 
resigning voluntarily, but went only 
when )m suddenly became ill hi Octo- 
ber 1963. Like Mrs Thatcher, he 


seemed to have doubts about who 
was worthy to succeed him. 

Perhaps for the first time, the “cus- 
tomary processes" went into 
It was also the last. Lord Home was 
plucked from, the Home , of Lends to 
become prime minister as fi”" Sir 
Alec. It was the unhappiness of a 
number of senior Tories - notably 
lain Macleod, who referred to the 
“magic circle” - at such a procedure 
that led to the party H um m i n g its 
method of choosing a leader. 

The Tories did unexpectedly well 
under Sir Alec in the general election 
of 1964, suggesting that a switch of 
leadership at the last fence need not 
be unhelpful, but they still lost. Sir 
Alec resigned as leader a few months 
later. 

Since them the leader has always 
been chosen by a ballot of Tory MPs. 
Thus the voting in the first ballot in 
1965 was Mr Edward Heath 150, Hr 


reason than that many votere are 
tired and want a change, hut it 
remains a powerful factor for all that 
minister’s supporters, 
those who ore with her until tbe end 
whatever happens, argue that if there 
js a turnaround in. the economy, inter- 
est rates come 

rate is cut, and so on it will be possi- 
ble to win a general election under 

her leadership. , . 

If all the cir c ums t an ces are right 
that might happen, given a tab wind. 
It would be more c onso n an t with Mrs 
Thatcher's extraordinary career to 
date any other outcome. It is, 
nevertheless, a very Wg “IT. There is 
a harder truth staring every Conser- 
vative MP in the face. It is that at any 
given level of economic performance, 
good, bad or indifferent, their party Is 
Ijirpiy to fere better in a general elec- 
tion without Mrs Thatcher than with 
her - and, if the poQs are right, best 
erf all under Mr Hescdtino. 

There has been, littie time In whi ch 
to pay much attention to tbe opposi- 
tion in recent weeks, bra there tbe 
Labour party site, trying hard to 
smother its broad grins, watching the 
Conservatives tear themselves apart, 
it was a similar .kind of . internecine 
strife, admittedly taken to a further 
extreme, that kept Labour out of 
office for all of the 19803. 

Fear naderneatti the dash Of person- 
alities that led to the pre sent Conser- 
vative leadership straggle Iks a hand 
cutting edge of Ideology. The Labour 
left spent many years destroying its 
own party because It preferred social- 
ist purity to office. The devoted 
‘‘Tbatcherites" who have been indic- 
ating that they would rather have a 
Labour government than win again 
liprfw Mr Heseltine are of fo** show 
the same tendency towards destruc- 
tive fervour. These are partly new 
right ideologues, partly Bruges group 
doubters about nut European Comma- 
rats, partly member? driven by the 
negative, ft unders ta ndable. Impulse 
never to touch anything: quire so 
htimreuticatist as Mr Heseltine again. 

For the moment the' whys and 
wherefores of these internal Conser- 
vative ar gu m ents are of less signifi- 
cance than the feet that they take 
place with deep amf I wftwy 

normal panic at titeproepect of elec- 
toral defeat with an abnormal degree 
cf anger. There fe little Judgment, and 
not mudr dignity, in a party leader 
who has served foe 15 years, n off 
them as prime minister, clinging to 
office amid such a furore. What can 
her leadership mean today if, under 
it. Conservatives have become so 
embittered about one another? It is 
for that season that, weary as the 
words are, and wary as any of us 
must be in using them of so dogged a 
fighter, I conclude that, after last 
night, things can never be the 

IWMaM MirfHiiy mS gf Enoch 

P o well ig. Mr Maadfiag could tcchni- 
cafiy have forced* second ballot, but 
conceded defeat. ■ 

A possible defect to. the system is 
that If thepeuty leader is challenged, 
those doeest to fahn may fed that it 
would be disloyal to do anything but 
su pp o rt Us in toe first ballot Tbe 
loyalty Units the choice. Certainly 
that b how Mra Thatcher defeated Mr 
Berth hi M7fc the bow Lord White- 
law, perhaps Mr Heath’s closest col- 
league, did not eater toe contest until 
the second ballot when it was too late 
to stop Mrs Thatcher’s momentum. 

It may also be said that the system 
Is more suitable for a party in opposi- 
tion than in government Yet to deny 
the possibility of a would 

be to give the prime minister a 
remarkable amount of power and 
could co n dem n MPa to going down 
wtth a flhfe they believed to be stok- 
ing when a change of captain might 
be the salvation. 

Mrs Thatch e r may not have 
enjoyed the last few days, bat one 
doubts it they have done democracy 
any harm. No one . has token to the 
streets and there has been no magic 
circle. — 


Tussling in 
Germany 

It might not have quite the 
drama of Thatcher vs 
Heseltine. But Germany is 
being treated to some eyebrow- 
raising amusement through 
the tussle between former 
Social Democrat (SPD) Chan- 
cellor Helmut Schmidt and 
Oskar Lafontaine. the SPD 
challenger for the chancellor- 
ship in next month's general 
elections. 

Schmidt, who now has the 
gra vitas of an elder statesmen 
and takes little interest in his 
party’s affairs, has never for- 
given Lafontaine for an irrev- 
erent jibe aimed at him eight 
years ago by his younger party 
colleague. 

A man who takes seriously 
his task of representing the 
post-war generation, Lafon- 
taine does not have much time 
for the somewhat overworked 
German virtues of obedience, 
discipline and orderliness. 

In 1982 - three months 
before Schmidt’s downfall as 
head of government - Lafon- 
taine said in a magazine inter- 
view that the SPD Chancellor 
stood for values such as “duty” 
and “steadfastness”. With such 
virtues. Lafontaine suggested, 
“you can also run a concentra- 
tion camp.” 

It was thus not really sur- 
prising that Schmidt, in an 
interview at the weekend with 
the Dutch newspaper Alge- 
meen Dagblad, said that Lafon- 
taine would not win the 
December 2 election - and, 
what is more, that he did not 
deserve to. For Lafontaine, 
trailing heavily in the polls, 
this was one more dart in a 
campaign which has not been 
short of arrows. 

The remark has stirred up 
a predictable SPD rumpus. 
Young Socialists from Lafon- 
taine's homeland in the Saar 
have called for the ex-chancel- 
lor’s expulsion from the party, 
while SPD leaders in Bonn 
have sanctimoniously urged 
the party to line up in “solidar- 
ity'* behind the candidate. 
Schmidt was yesterday 


Observer 


forced to issue a statement 
saying that the remark was 
due to the ,, exdtement" of the 
election campaign. He also 
pointed out, as only an elder 
statesman can, tbat the com- 
ment was not meant for publi- 
cation. 


Sorry state 

■ Eleven years of Thatcherism 
have not, apparently, per- 
suaded Britain’s well-off to 
be content with their lot 

A survey by American 
Express found that a quarter 
of Britons earning over £30,000 
per annum are less than happy 
with their income and say they 
are only “coping". One in five 
said that they would not con- 
sider themselves rich unless 
they earned more than £500,000 
a year. 

Despite their struggle to 
make ends meet however, 40 
per cent of those earning more 
than £25,000 a year have spent 
more than £300 on a single 
item of clothing. A quarter 
own a watch worth worth 
more than £500 and three quar- 
ters have recently drunk cham- 
pagne. 

Perhaps the reason for the 
lingering discontent can be 
found in one last statistic; six 
out of IQ had been forced to 
attend a working breakfast 


Have a sack 

b The bumble haversack. I 
am told by people who keep 
an eye on sartorial trends, is 
becoming a key fashion acces- 
sory for the person-about-town 
in the 1990s. Already signs are 
starting to appear of increased 
use of the bags in place of that 
traditional business compan- 
ion. the briefcase. 

The rucksack is roomy 
enough to accommodate a sub- 
stantial sandwich lunch, a gym 
kit or tbe odd bit of shopping 
as well as documents and 
books. But because it is carried 



“You're a man of the world 
Sir Anthony; what's 
deselection like?” 

on the back rather than in tbe 
hand, it leads to less physical 
strain than a briefcase. It is 
also better suited to walking 
and cycling, modes of trans- 
port becoming more relevant 
in today’s car^ammed cities. 

Bags of this type - small, 
light and brightly coloured 
- are already in favour among 
schoolchildren and. students. 
Now. some brave souls in the 
City of London are be ginning 
to sport the items in place of 
leather cases. 

Even at the Treasury, rarely 
perceived as a pace-setter in 
the world of fashion, the trend 
has become evident. The dash- 
ing Rachel Lomax, who takes 
over next month as the Trea- 
sury's deputy chief economic 
adviser, turned up at at a Com- 
mons select committee the 
other day with an elegant 
example of the genre in a par- 
ticularly tasteful dark green. 


No deals 

■ It is not widely known that 
stockbrokers in Italy enjoy 
legal status as public officials. 


In the past, this has not always 
been enough to prevent 
members of fids august class 
from indulging In th? 
occasional bora of industrial 
action. 

This week, Milan brokers 
have been taking their 
responsi b ilities seriously and 
presenting themselves for 
walk at the stock exchange; 
but they have not actually 
been trading because their 600 
executive dealers are on strike. 

Though many of the brokers 
are sympathetic to the action, 
there were a few sweaty 
moments on the floor of the 
exchange when some decided 
that their public responsibility 
required them to try to launch 
trading in government bands. 
The protests of picketing 
dealers soon put a stop to that 

The dealers are Insisting 
that the parliament puts a rein 
on Rino Formica, the finance 
minister, whose attempts to 
levy a capital gains tax appear 
to have seriously affected 
trading volumes at the 
exchange and thus, say the 
dealers, their livelihoods. 

Mr Formica is trying to 
make the brokers responsible 
for collecting the tax (imposed 
at a rate of 12J5 per cent or 20 
per cent, depending on bow 
long a stock bas been held). 

Tbe levy came into force by 
decree at the end of September, 
but so for it has the status of 
many another Italian tax — 
uncollected and, say the 
brokers, uncollectable. 


Sales bonus 

Back at Westminster, 
possibly the only Tory who 
could be said to be happy with 
the shenanigans over tne 
Conservative Party leader ship 

is Cheltenham MP Charles 

Irving, genial boss of the 
highly market-orientated 
Commons catering committee. 

With the Commons 
tea-rooms at the epicentre <tf 
tbe debate leading up to 
yesterday's vote, he reports 
that the unusually high levels 
of patronage have lifted sales 
by 10 per cent. 
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W ith or without mo-. 
4ha Gulf crisis of 1S9D 
is UkeJy t& go.into 
the ffistorybooks as a Hatia «. 
abed event jn IB international ■■ 
relations. la political and ect> 
nomic histories , it wHl he - 


How to pay for the 


eutioi 


exerctee ‘which tamed tbe TJS 
military, intoan jnt ezaational- 
ly-ffnanced pofiflCgood. 

The, crisis has brought into 
fijcns air the economic contra- 


policeman 
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world’s lingering dep enden ce 
upon US military power. The 
Bush; .administration has 
deployed more than 300,000 
troops in the Griff regkm - a 
number over three- times 
greater than. aU ttf America's 


David Hale says the Gulf crisis is red efinin g 
America’s international relations 


MaQiiK ' cooUiNil, including 
" Saudi Arabia. Hris ratio is not 
diBstrrrflgr fe the one which 
prevailed during the Korean 
War'40 years ago despite the 
tremendous economic revival 
which has occur red in Europe 

qnrf ,la|Bn itoring Q» inter fe r - 
ing years. 

Bnt vrfifle fl» Gnlf operation 
proves that the US is not a 
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againfit a backdrop of domestic 
. economic crisis which, could 
curtail PS. willingness to act as 
a gto&al , policeman. The 1901 
federal deficit could exceed 
saoobhtfthe^. economy expe- 
riences only a mUd d ownturn . 

Because of Oennan unWipy 
fieri costs and reduced invests 
mod outflows from Japan, the 
US Treasury-must now com- 
pete for funde in -a far mers 
crowd ed gl obal capital marfa^ 

- i than prevailed during the early 
A Reagan years, when the US 
: was t he world economy’s de 
jbtrir borrower and spender of - 
. last resort 

Ash result, thereto a seiioius 
jfek.foBt Congress wHI create a 
. global security vacuum by 
jbwHng PS'ifaftnnj spending 
more qulckfy than other conn- 
tries .(Brirjnptrsd to increase 
thete own. Even before the lab 
- est budget debacle. Congress 
was comm i tted to redudng.fhe 
- defence share of gross national 
product Drum 7 per cent, in the 
: Mel38Wto&5 per cent in the 
mkMSMs; or the lowest lend 
. since the 3980s. 

Wfthtbecald war winding 
down, :it is, natural that Con- 
gress would seek large cuts in 
defence spending. But as 
• events in the Gulf bave shows, 
the new International political 

. tyrtar affl em rt l m iB 'tnTH pi lwt a - 
t poUceman. / 

, While Mr Gorbachev - has 
Wjjsdefhe Soviet Unkxr appear 
toss threateidng, his country ie 
abe aBffing into such severe 
•. economic ananhytitattiisnot 
difficult to consttnct aceaartos 
to which Hie Soviet Union 
would expertonce politleal 
instability, if not dvfl war, on 
• a scale that woidd cEeate new 
; . security tbreatsdtorSofflope. 

It dhould not be ffiBrat for 



wnrptafiM In Sie Guft America w(U conUnue to be a global 
sSrad batter ways of shoring (he burden of costs, especially wtfli 


iceman but must 
over -w ea lthier Japan 


tiie US to obtain finandal sup- 
• port Jor its Gulf campaign 
within- the regi on if {Q prices 

- bold at $35 per barrel, Saudi 
Arabia’s export income will 
soar, by $40-50bn. BecycUng 
petrodollara into PfentagondS- 
tors could flmnyo -the coto of 
the US deployment. 

There will be no shuple way 
cf realigning global security 
relationships . to niatnh - the 
changing shape of the wodd 
economy. Although its share of 
worid GNP has faDm by half 
since the eariy 1950s, the US is 
stfll a superpower with strate- 
gic ta feraa t s in : the GuH, the 
Pacific and continental Europe. 
Germany and Japan are now 
stable democracies with pros- 
perous economies, but mast off 

- Asia is ntfll a fraid of Japanese 
Eeamament while Germany's 
unification treaty pre v e nts it 

: from significantly w pamtinp 
its armed forces. . . 

‘ As a result of ftewa histori- 
cal con st ra int s, the w e ste r n 
countries must develop a new 
formula for the sharing of 
global responsibility which 
provides some countries with 

TMUMiilHfaH y np ttwOTB far mrrfrl. 

bating to western secmity 
while *«»irtng that America’s 
fiscal crisis does not cause it to 
rf ia a nn too rapidly. 

The first component of this 
new system should be the 
development of national bur- 
dawawring indices for measor- 
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It is not enough just to 
put sanctions on Iraq 


Asm Mr David Sowers. 

Sir, Your editorial (“The 
options in the Gulf,” November 
MV demonstrated the problems 
which have arisen from the 
naivety which has influenced 
much western, and especially 
British: policy on this area. 
The three most dangerous 
emniaes of naivety are: 

■ The belief that sanctions 
could produce an gffrct within 
a few months, although the 
impact on Iraq of being 
deprived of imports and of rev- 
enue from exports of oil may 
take up to a year to become 


■ The beHef that Saddam Hus- 
sein Is Muffing when he threat- 
ens to attack Israel if Iraq to 
anH foe consequen- 
tial belief that a war to tree 
Kuwait would be Tiwritp ^ to foe 
v allies and Iraq. The political 
“ benefits to Saddam of involv- 
ing Israel in any war a re so 
obvious that he seems certain, 
to do so. 


■ The belief that the settle- 
ment of exto t fn g problems in 
the Middle East would be 
easier after a war with Iraq. If 
this war had involved western 
nations and Israel fighting 
Iraq, the prospects far any 
^p-eement would be reduced. 

A realistic policy for western 
nations would be based on the 
long-term use of sanctions to 
weaken Iraq. The world can 
live without Iraqi ail, but the 
Iraqi economy would be ruined 
without the revenue from its 
oiL But this long-term eco- 
nomic pressure an Iraq sh ould 
be balanced by pressure on 
Israel to come to the confer- 
ence tobfe until Israel has set- 
tied with its neighbours and 
the Palestinians, Islamic 
strongmen Hina' .Saddam Hus- 
sein wfll appeal to the people 
of the bBddle East 
David Sawers, 

CTosby, 10 Seamm Avenue. 
Anomering-on-Sea, 
Ltitlekamptan, West Sussex 


Time to address inconsistencies 
in property companies’ accounts 


From Mr David TUlett 
Sir, I have just seen Mr 
David Eleeanan’s letter (Octo- 
ber 17) about inconsistencies in 
the accounts of property oom- 


I agree with modi of what 
he says, and indeed Alan 
TUffnes and 1 drew attention to 
these inconsistencies in the 
first edition (third edition to 
appear in 1991) of our book 
“Property C om pa ny Accounts 
as long ago as 1978. 

Mr TOeeman might also have 
mentioned an inconsistency 
which to as fundamental as the 
treatment of capitalised inter- 
est - namely whether or not 
profits cm sales of investment 
properties are included in the 
profit available for dividend. 

Moreover the variety o f ways 
in which companies present 
their revenue and capital prof- 
its is, in itself, extremely can- 

finding . 

But how is this situation to 
be put right? Mr Kleeman 


Companies Act, foe accounting 
profession has lost dfrect con- 
trol over the setting of 
accounting standards, which 
axe now the responsibility of 
the Financial R ep orti ng Coun- 
cil and Accounting Standards 
Board. 

Under the previous arrange- 
ments, the Accounting Stan- 
dards Committee, during Its 20 
year Hfe, did not find time to 
give its attention to property 
f^paniai I personally 
would be surprised if the new 
regime were able to give it prt 


ing profession, with the D TT to 
legislate if the accounting pro- 
fession. fidbt in its duty. 

However he seems to ignore 
the fact that, following 
implementation of the 1389 


The other candidate for 
pf+arfrtng foe problem is the 
industry itself and in particu- 
lar, the British Property Feder- 
ation, which ably represents 
foe industry. 

About 30 years ago the BFF 
did tackle this project 

— but failed to achieve consen- 
sus. 

At a tone when many com- 
panies will be entering a lull in 
their activities because of the 
fftnt* of the maxket, an oppor- 
tunity for a second attempt 
would seem to present itself. 
David Tillett, 

BDO Binder Harrdyn, 

20 Oid Bailey. EC4 
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ing each- industrial country’s 
contribution to a diverse mix- 
ture of international public 
goods, such as external defence 
expenditures, untied foreign 
aid, grant* to multilateral eco- 
nomic development institu- 
tions, and world environmental 
protection. The purpose would 
■ be to flgfeaKHah m j irmftrMnrtmio 
targets for global responsibili- 
ty-fihari ng and then permit 
countries to satisfy them in 
ways consistent with their his- 
torical experience. 

Under such a system, tie old 
superpowers, such as the US 
and Britain, would probably 
achieve most of their targets 
through foreign military 
expenditures or bilateral for- 
eign aid while countries with 
smaller military forces, such as 
Japan, Sweden or Canada, 
would do it through develop- 
ment aid or to 

multilateral m pniBatiwie 

Because of America’s highly 
Int e gr ated ecorwnntc and mili- 
tary relationship with Japan, 
the second big component of 
the new western security sys- 
tem should be the development 
of a separate USJapan bilat- 
eral burden-sharing pro- 
gramme specifically targeted 
on sustaining an effective US 
mffitary presence in the Pacific 
3mi\ TrMfiim Oceans after the 
Gulf iriaig has passed. 

Because of Japan’s high rata 
of investment and productivity 


growth, its real GNP has 
grown from 25 per cent of 
America’s in the mid-1960s to 
more than 50 per cent recently. 
If current trends persist, 
Japan’s GNP will grow to lev- 
els equal to 65-70 per cent of 
America’s by foe early 21st 
century. Such a prolonged 
period of stagflationary US eco- 
nomic performance compared 
to much stronger growth in 
Japan could greatly intensify 
US perceptions that Japan is a 
“free rider” on the US security 
Systran unless the two coun- 
tries develop a more extensive 
burden-sharing programme 
than now exists. 

One useful model for such a 
relationship could be the “off- 
set programme” which the US 
developed with Germany dur- 
ing the 1960s and under which 
Germany attempted to compen- 
sate tiie US for its European 
military spending thro ugh a 
variety of financial and com- 
mercial transactions. These 
included direct spending to 
upgrade US bases, purchases of 
US Treasury braids at below 
market interest rates, preferen- 
tial treatment of US defence 
contractors in weapons pur- 
chases far the German armed 
forces, and a promise by the 
B undesbank to suspend dollar 
conversions into gnid 
The economic objective of 
the programme - which was 
eventually dismantled after 
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British industry has to move 
up-market if it is to survive 


From Mr Boy Grantham. 

Sir, The CBTs Quarterly 
industrial Survey maiywi «nm. 
toe reading. 

The real test of tiie quality of 
British management will be 
how many companies survive 
the recession, or sur v ive with- 
out serious damage, at a time 
when our competitors are posi- 
tioning themselves to grow in 
the Europe of 1992. 

You are right to acknowl- 
edge tiie serilOUS dnfK> 

to Rrrtigh industry by the last 
recession under this govern- 
ment. 

As the trade union move- 
ment and opposition parties 
have been painting out for sev- 
eral years, tiie major and rising 
deficit on our manufacturing 
trade indicates there was a 
fundamental weakness in foe 
1980s arising from government 
policy. 

With the enormous growth 
in ed uc ation and training in 
« Mi n t. r i »»« lflm Korea and the 
rest of the Pacific Rim, the 
scope for Britain to continue to 
produce low value added items 
will be increasingly under 
threat 

The reel challenge for Brit- 
ish management in the reces- 
sion that has been brought 
about by lax policies Is to 
decide to go upmarket and to 
produce higher value goods. 

They are able to make full 
use of the wUHngness of the 
workforce to co-operate in 
restructuring companies; a 
willin gness which has been so 
evident in tMs decade, when 
the sacrifices and cooperation 
of so many workforces have 
saved companies. 


That will call for a careful 
design effort, tndudjng using 
many of the patents available 
from overseas, a skills audit to 
measure what «kfflg and train- 
ing are necessary to carry out 
work on higher quality prod- 
ucts, and a sustained training 
programme to give to workers 
that extra grin and flexibility 
that such a programme will 
require. 

The 1980s were marked by 
cuts in manufacturing and 
employment to get higher pro- 
ductivity but no widespread 
movement up-market 

Th e new decade has to start 
from a determination to move 
up-market if our industry is to 
survive. 

Roy Grantham, 
national officer, APEX, 

Thame House, 

Buxiey Bidge, 
daygate, 

Esher, Storey 


A slip of the 
keyboard 


Fran Mr Peter Jay. 

Sir/The core inflation rate is 
likely to fell far more than the 
headline rate and end up below 
it” (Lombard, November 19). 
Surely, some mistake? 

Peter Jay, 

39 Castlebar Road, W5 


Samuel Britton writes : I am 
grateful to Peter Jay far draw- 
ing attention to a step of the 
keyboard. The sentence should 
af course have read: ^The head- 
line inflation rate is of course 


likely to fall far more than the 
cone rate ana end up below ft* 


DLR problems on the mend 


From Mr Peter D.S. Date. 

Sir, Your article (“Delays an 
Docklands Railway rapped by 
Canary Wharf group," Novem- 
ber 15) reported elements af 
the evidence given by me and 
my colleague, Michael Scha- 
bas, yesterday, before the 
House Select Committee on 
Transport - s p eci fi cally, that 
the Docklands light Railway is 
currently unrefiaMa. 

I do want to stress that 
Docklands light Railway man- 
agement now understands the 
of unreliability, it 
has found solutions, and to in 
the process of Implementing 
rtip onhiri/vriQ hr quickly as pos- 


sible. 

Of course, we regret the 
delay in completing the 
upg radin g af the line. But hun- 
dreds of millions are being 
spent, new cars and new sig- 
nalling systems are on order, 
and performance will improve 
immeasurably over the next 
year. 

We are not in the habit of 
crying over spilt milk. What is 
important to us is thia work, 
presently under way, which 
assures the successful opera- 
tion of the DLR next year. 
Peter DB. Dale, 

Olympia and York 
Caiuny Wharf 


1971 because of America's deci- 
sion to abandon the Bretton 
Woods system - was to 
reverse the so-called dollar 
drain from the US to Germany 
by generating capital (lows and 
commercial deals which would 
offset the balance of payment 
effects of US military outlays. 

In many ways, the US 
already hag a de facto “offset 
programme” with Japan. In 
1987 and 1988, the Japanese 
government played a role in 
stabilising die US finanrlgl 
markets both through direct 
currency market intervention 
ami the use of moral suasion 
with Tokyo’s big Insurance 
companies to discourage the 
dip of dollar securities. Japan 
has also traditionally pur- 
chased such a large share hi its 
aerospace equipment from the 
US that the European Commu- 
nity Is now c omplaining about 
trade disc riminatio n 
But the in formal and covert 
“offset programme" which 
Japan developed with the U$ 
during the late 1980s no longer 
appears adequate. The US pub- 
lic has given Japan no credit 
for the financial aid which it 
gave to the US during the final 
Reagan years because it was 
done through the back door 
rather than through a trans- , 
parent programme comparable 
to Germany’s in the 1960s. The 
easy monetary policy which 
Japan pursued to bolster foe 
dollar after 1986 also helped to 
lay the groundwork for the 
recent boom and bust cycle in 
Japanese stock prices. 

F in a ll y, foe US has not done 
a good job of developing 
long-term programmes for 
maximising the economic 
value of its defence industry. 
Although the US retains an 
overwhelming commercial 
dominance in the sector, Wash- 
ington has been unsuccessful 
at developing an effective pol- 
icy for managing technology 
transfer and scien tific joint 
ventures with Japan. 

Some Americans will ques- 
tion the morality of the US mil- 
itary assuming 3 more explic- 
itly mercenary role than it has 
played in the past Other coun- 
tries also may demand that 
defence burden sharing be 
accompanied by joint derision 
making on the deployment of 
military forces. But in the 
1990s there is no realistic alter- 
native tO the US cnntfoiring to 
play the role of global super- 
power. 

As a result, the coming 
showdown in the Gulf between 
the eagle and the scorpion 
should mark the evolution of 
the US military from a national 
defence agency providing free 
western security into an inter- 
nationally-financed police 
force. 

The author is chief economist 
with Kemper Financial Ser- 
vices, Chicago 


Peter Norman on statutes for a European Bank 

A blueprint which could 
yet be scribbled on 


T he road to European 
economic and monetary 
union to lined with par- 
tial successes. 

“ Limi ted success" was the 
phrase used by Mr Helmut 
Schmidt, the former West Ger- 
man chancellor, to describe the 
December 1978 meeting of the 
European Council which 
agreed to start the European 
Monetary System without fall 
British participation. 

The phrase could be applied 
to last week’s agreement 
among the European Commu- 
nity's 12 central bank gover- 
nors on the draft statutes for 
the proposed European System 
of Central Banks (ESCB) and 
the European Central Bank 
that win manage monetary pol- 
icy and the single currency if 
and when Emu is agreed. 

Mr Earl Otto P6hl, the Bund- 
esbank president who chaired 
the EC central hankers* com- 
mittee. has achieved some 
important objectives. 

The principles urMforpInn-mg 

tha hank have WOn iwanlmna ia 

support. Domestic mice stabil- 
ity should be its principal goaL 
Xt alone should be responsible 
for monetary policy in the EC. 
It and its officers should be 
independent of EC govern- 
ments and institutions 
The bank’s democratic legiti- 
macy would be based on a 
treaty negotiated among 
elected governments and rati- 
fied by national parliaments. 
The system should bave a two- 
tier, federal structure in which 
the national central banks 
would have operational rather 
than policy-making roles. 

But Mr P6hl failed else- 
where. He had hoped to pres- 
ent next month’s Intergovern- 
mental Conference of EC 

Iparters — which Will itinraiM 

Rmn — with a fwamiowR blue- 
print setting out the bank’s 
functions and duties. 

The idea was that the draft 
statutes, harirprf by the unani- 
mous support of the EC’s top 
central bankers, would be 
adopted swiftly by the IGC and 
incorporated as an integral 
part of the new EC treaty an 
Emu. In that way, the bank, if 
and when eventually agreed by 
EC governments, would be as 
independent and as committed 
to price stability as the Bund- 
esbank. Its constitution would 
be imm une from the compro- 
mises and horse-trading that 
are bound to mark progress 
between stage one of Emu and 


the achievement of the final 
goal of a single currency. 

Instead, there are gaps and 
grey areas in the statutes 
which could give the politi- 
cians attending the IGC the 
opportunity to discuss and 
decide on important issues con- 
cerning the central bank. The 
fear haunting some of Europe's 
central bankers Is that the stat- 
utes could become a political 
football, or at worst, unravel. 

The bankers' final text has 
not been published. They 
agreed last week in Basle that 
the statutes would be submit- 
ted to EC economics and 
finance ministers in early 
December before being pres- 
ented to EC leaders at the IGC. 
After their meeting, Mr Pohl 
said only technical questions 
remained to be decided. 

According to European mon- 
etary officials this is true in a 
strict sense. But some of the 
technical issues could become 
politically important. There are 
also fears that grey areas in 
the text could, in certain cir- 
cumstances, nnriftrminp h a gin 

principles underpinning the 
statutes such as the primacy of 
price stability. 


Governments have 
yet to get to grips 
with a threatened 
‘democratic deficit 9 


This latter consideration was 
highlighted by discussions 
over whether the European 
central bank should be able to 
act as a lender of last resort to 
safeguard Europe’s financial 
system in times of crisis. 

The Bundesbank has always 
been hostile to central hawirs 
aggimii wg the rale of lender of 
last resort. It does not super- 
vise the German banking Sys- 
tran. Its law greatly limits its 
capacity to bail out financial 
institutions in trouble. 

This reflects an underlying 
fear In Germany of “moral haz- 
ard” in hanking - the belief 
that explicit safety nets 
encourage imprudent practices 
— and concern that an obliga- 
tion to support a financial 
institution or system with 
limritUtv could be inflationar y 

Other central banks have 
fewer reservations. The Bank 
of England, for example, is 
responsible for banking super- 
vision anti consider s one of its 


duties to support London as a 
financial centre. It has inter- 
vened to prop up the financial 
system and institutions, as in 
foe case of its rescue of John- 
son Matthey Bankers in 1984. 

At one point, the Bundes- 
bank found itself in a minority 
of one on this issue. A compro- 
mise was agreed in which cen- 
tral banks would “participate 
as necessary” in formulating 
and carrying out actions relat- 
ing to financial supervision 
and the stability of the finan- 
cial system. For the Bundes- 
bank this wording meant pries 
stability would remain the pri- 
mary goal of the ESCB while 
other central hanks felt they 
would be able to act to safe- 
guard the financial system in 
times of need. The resolution 
of any conflict between the two 
philosophies may bave to wait 
until the ESCB is operating. 

Doubts also remain over: 

• How responsibilities should 
be shared between the Euro- 
pean bank’s six-strong execu- 
tive board and the 18-strong 
council comprised of the board 
and the EC’s 12 national cen- 
tral bank governors; ' 

• The system's external pol- 
icy vis-a-vis the dollar and yen 
and how far n^Hnnai foreign 
exchange reserves should be 
pooled; and 

• The bank's capital and prof- 
its. The inability of the 12 EC 
central bankers to agree the 
size and their shares of the 
European h ank ’s capital and 
how to distribute its income 
among member states could 
become a thorny political issue 
as central banking is normally 
very profitable. 

In spite of these problems, 
central bankers who negoti- 
ated the statutes are confident 
that they will be the most com- 
prehensive and coherent of all 
the plans a od doc umen ts that 
will be presented to the IGC. 

There has been far less prog- 
ress on the non-monetary 
aspects of Emu while govern- 
ments have yet to get to grips 
with the “democratic deficit" 
that to threatened in the EC if 
it moves rapidly towards Emu. 

“The central bank is the only 
hit of the Emu wall that haa 
been shaded in at aU,” said one 
official. Although foe bank’s 
statutes are far from perfect, 
their authors hope that they 
will survive the IGC to enjoy a 
success similar to that of the 
EMS over foe past 11 years. 
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P Rocard’s victory somewhat lacking in glory 


By George Graham in Paris 


FRANCE'S national assembly 
js usually deserted on a Mon- 
day night, but this week its red 
velvet beaches were packed. 
Not since 1962, when Mr 
Georges Pompidou was 
defeated, has a motion of no 
confidence stood such a good 
chance of toppling a govern- 
ment 

Only 284 of the assembly's 
577 members, however, 
answered the alphabetical roll- 
call and filed up to drop their 
votes of censure into a green 
urn in the centre of the ball, 
leaving the opposition five 
votes short of the outright 
majority it needed to over- 
throw tiie government of Mr 
Michel Rocard, the prune min- 
ister. 

The manner of the victory 
was not glorious: Mr Rocard 
made full use of the govern- 
ment's financial armlock on 
the economically fragile 
French colonies of the Carib- 
bean and the Indian Ocean to 
make sure of the votes of their 
representatives. 

It was hypocritical of the 
Gaullists, experienced practi- 
tioners of pork-barrel politics 
during their years in govern- 
ment. to complain about this. 
But the flagrant purchase of 
colonial votes will have done 
little to dissipate the smell of 
decadence which has beset all 
political parties over the past 
year. 

Nevertheless, five clear votes 
represented enough of a mar- 
gin for Mr Rocard to be able to 
claim a victory, rather than 
merely a narrow escape. 
Although he still does not have 
an absolute majority in parlia- 


ment, it is equally ritear that 
there Is no alternative major- 
ity. 

That should, his advisers 
hope, be enough to allow him 
to get on with governing. 

Governing, on the other 
hand, presents its own prob- 
lems. 

When Mr Rocard promised 
the parliament blood, tears 
and, above all, sweat, be was 
certainly not exaggerating the 
tasks that lie before him. 

The demonstrations of high 
school students appear to have 
faded in intensity is recent 
days, but the problems of the 
French educational system 
remain. 

It is by no means clear that 
the emergency package of 
FFr4. 5bn ($980m) promised last 
week will attack these prob- 
lems at their roots. 

Nor does the government 
appear to have an answer to 
the despair in depressed subur- 
ban housing estates, which led 
to violence in Vaulx-en-Velin, 
near Lyons, a month ago. 

Public sector employees may 
be easier to handle than stu- 
dents, for they have acknowl- 
edged representatives and con- 
crete demands, but satisfying 
their wage demands could 
prove far more expensive. 

Talks yesterday between the 
unions and the civil service 
minister, Mr Michel Durafour, 
showed a wide gap between the 
government's proposal of a 1.3 
per cent pay rise at the end of 
the year and the unions’ 
demands of 3.4 per cent to keep 
up with inflation. 

A few months further on, the 
government faces some even 



Michel Rocard making a point during the censure debate 


more difficult tests over sub- 
jects which everyone agrees 
must be treated but which will 
infallibly arouse stiff opposi- 
tion from all sides: reorganisa- 
tion of the state pension 
scheme - which, as Mr Rocard 
pointed out on Monday, will 
explode in 15 years if it is not 
reformed; and control of health 
spending by the social security 
system. 

These problems all raise a 
question about Mr Rocard's 
determination to stick to the 
rigorous economic policy he 
and Mr Pierre Beregovoy, the 
finance minister, have 


espoused — a policy which 
may prove difficult to sustain 
as economic activity slows in 
the wake of the Gulf crisis. 

The prime minister restated 
on Monday his determination 
to stick to his economic guns. 

“I cannot promise you a radi- 
ant and effortless future. I am 
not announcing a path strewn 
with lilies and rose petals. I 
can. on the other hand, guaran- 
tee maintained rigour if the 
slowdown in world growth Is 
confirmed,” he told parliament 
The school students’ pro- 
tests, however, opened an omi- 
nous crack in this determina- 


tion. The budget overshoot 
resulting from the promises 
made to the students may be 
as little as FFrlbn-FFrZbn, yet 
it will infringe, for the first 
time, on the government's 
declared commitment of cut- 
ting its budget deficit by 
FFrltibn a year, from FFruObn 

in 1988 to FFrSObn in 1991. 

Coming after a FFr4.4bn aid 
package offered to livestock 
farmers this summer. In the 
face of violent protests, the 
money promised to the stu- 
dents has suggested to some 
commentators that, for from 
steering steadfastly with his 
eyes fixed on a horizon 10 
years off, Mr Rocard's main 
navigational tools are the opin- 
ion polls and the level of noise 
from the latest street demon- 
stratioo- 

This judgment may be a lit- 
tle harsh, for Mr Rocard has 
begun a number of several sub- 
stantial reforms, and has even 
completed some: the law on 
psychiatric internment and the 
government of the Pacific col- 
ony of New Caledonia, to men- 
tion only the most widely 

The prime minister’s parlia- 
mentary victory, if it demon- 
strates that there is no major- 
ity to overthrow him, does not 
demonstrate that he has a new 
majority to govern with, nor 
that he has overcome the hos- 
tility of his own Socialist party, 
many of whose members com- 
plain of his social democrat 
tendencies. 

Mr Rocard's course appears 
likely to remain a slalom, not a 
straight line. 
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Gatt impasse referred to leaders 


By William Dullforce in Geneva 


THE CRUCIAL issue of farm 
trade reform, which can make 
or break four years of talks on 
world trade liberalisation, has 
been referred to US and Euro- 
pean heads of state. 

US officials said yesterday 
that the impasse over agricul- 
tural trade could now be 
resolved only by talks between 
US president George Bush and 
the EC leaders, in particular 
French president Francois Mit- 
terrand and chancellor Helmut 
Kohl of Germany. 

Mr Bush raised the issue yes- 
terday in bilateral meetings in 
Paris with European Commu- 
nity leaders. 

Talks in Brussels on Monday 
between Mr Ray MacSharry, 
EC agriculture commissioner, 
and Mr Clayton Yeutter, US 
agriculture secretary, failed to 
produce any change in the con- 
flicting positions of the two 
major trading powers. 


US and EC leaders were 
attending the 34-nation Euro- 
pean security summit in 
Paris. 

An EC official in Genet's, the 
centre for the trade talks, 
acknowledged that “no change 
of substance” had occurred at 
the Brussels meeting. 

Mr MacSharry and his aides 
had explained how the EC offer 
to cut internal farm subsidies 


by 30 per cent would also pro- 
VM 


xde for improved access for 
imports to the EC market and 
for lower spending on export 
subsidies. 

US officials agreed that posi- 
tions had been clarified. "We 
are no longer talking past each 
other.” one said. 

But. they added, real negoti- 
ations had not taken place and 
could not get underway until 
the EC was prepared to make 
separate commitments to 
reductions in all three areas 


- internal farm supports, bor- 
der protection and export sub- 
sidies. 

Washington, together with 
the Cairns Group of the 14 
farm-exporting nations, has 
been asking for cuts of 90 per 
cent in export subsidies and of 
75 per cent in internal supports 
and border protection. 

The EC Commission, which 
negotiates on trade matters on 
behalf of the 13 member states, 
has no mandate to make the 
kind of commitments sought 
by the US. 

Despite the intervention of 
Mr Bush, it is now generally 
accepted that no solution to 
the core agricultural issue is 
likely before world trade minis- 
ters meet in Brussels on 
December 3 to conclude the 
Uruguay round of talks. 

Mr Arthur Dunkel, director- 
general of the General Agree- 
ment on Tariffs and Trade, yes- 


terday sent formal invitations 
to the ministers, thereby exclu 
ding any possibility of postpon 
ing the meeting. He has also 
said that no major political 
decisions affecting the results 
of the Round could be taken 
after December 7. 

• Peter Riddell, US Editor, 
adds from Paris; US officials 
here confirmed that President 
Bush has been urging the need 
for compromise moves by the 
Europeans if agreement is to 
be reached next month over 
farm subsidies in the Uruguay 
Round of trade talks. 

He has been making this 
general plea in his meetings 
with European heads of gov- 
ernment attending the security 
summit in Paris. 

There have been no detailed 
negotiations because key US 
trade officials are not present 
- they are either in Brussels 
or Washington. 


US accused of escalating grain row 


By Tim Dickson in Brussels 


THE European Commission 
yesterday accused Washington 
of "bad timing” in its bid to 
escalate the smouldering trade 
row over US access to Spanish 
and Portuguese agricultural 
markets. 

Brussels’ riposte came after 
the US had given formal notifi- 
cation of its intention to retali- 
ate against the Community by 
stepping up duties on a range 
of EC food and drink products 
from the beginning of next 
year. The products Include 
sparkling wines, brandy 
liquors, gin, mineral waters 
and prepared vegetables. 

Washington's move - which 
could involve levies of 200 per 
cent on S420m of European 
exports - represents a clear 
warning to the Community 
that compensation for lost Ibe- 


rian grain markets in the wake 
of Spanish and Portuguese 
accession must continue 
beyond the expiry of a four- 
year agreement, which was 
signed in 1986. 

The Community, meanwhile, 
already made clear in a 
letter that it sees "no merit or 
justification" in extending the 
concessions for the space of 
another year. 

Yesterday’s statement from 
the European Commission was 
nevertheless surprisingly low 
key. It stressed Brussels’ 
“regret" at the “unjustified” 
US action and lamented the 
fact that the existing agree- 
ment “provides an adequate 
means for dealing with the 
overall US concern about its 
exports to Spain and Portugal." 

Conspicuously, there was no 


threat of counter-retaliation. 

Community officials were 
keen to emphasise what they 
see as a “renewed willingness” 
on the part of Washington and 
the Community to resume seri- 
ous negotiations over the 
wider issue of agricultural 
reform in international trade 
talks known as the Uruguay 
Round. 

They therefore appeared 
reluctant to turn up the tem- 
perature on what in this con- 
text is seen as a relatively less 
important issue. 

The problem goes back to 
the enlargement of the Com- 
munity In the mid-1980s, and 
Washington’s claim that before 
1987 Spain was buying 4m-5m 
tonnes of grain from US suppli- 
ers. 

Following fierce negotia- 


tions, a deal was signed in mid- 
1986 which allowed preferential 
purchases each year of 2m 
tonnes of mai2e and 300,000 
tonnes of sorghum, subject 
only to Community monitoring 
of Imported cereal substitutes. 

Brussels said yesterday that 
the American action is “badly 
timed since the agreement stip- 
ulates clearly that a review of 
the situation between the US 
and the EC should take into 
account the outcome in agri- 
culture of the Uruguay Round 
which is still under way.” 

Mr Ray MacSharry. the Com- 
munity’s agriculture commis- 
sioner, confirmed his willing- 
ness to continue consultations 
to "find a satisfactory out- 
come”. He insisted that the EC 
had “strictly adhered” to the 
agreement 


Contestants set 
for round two 


Confirmed from Page 1 
the role of Mr John Major, the 
chancellor of the exchequer, 
who seconded Mrs Thatcher in 
the first round, but who would 
be a popular candidate in a sec- 
ond round- He is recovering 
from a dental operation. 

Mr David Waddington, the 
borne secretary, said that he 
had no reason to suppose that 
Mr Hurd and Mr Major would 
not propose and second Mrs 
Thatcher in the next round. 

The contest has never 
reached a third ballot - Mrs 
Thatcher won in 1975 on the 
second ballot 

Meanwhile, there is set to be a 
debate in the House of Com- 
mons on a motion of no confi- 
dence in the government 
which was proposed by tne 
opposition Labour party. 


Prolonged contest worries 


Continued from Page 1 
There were immediate moves 
by the Thatcher camp to sug- 
gest that Mr Heseltine should 
not contest a second ballot 
given the Prime Minister's 
lead. Mr Nicholas Ridley, for- 
mer trade and industry secre- 
tary. said: “She has a dear lead 
and I can see no point in a 
second ballot ... Mr Heseltine 
should leave it at that” 

In contrast. Sir Anthony 
Meyer, the senior Tory back- 
bencher who opposed Mrs 
Thatcher for the leadership a 
year ago, said: “It will be 
downhill for her from now on. 
She must step down, as she 
cannot possibly unite the 
party” 

Mr Norman Tebbit, former 
party chairman, insisted there 
was no likelihood that Mrs 
Thatcher would be defeated by 


Mr Heseltine in the second bal- 
lot He thought it was “quite 
clear” that Mr Heseltine did 
not command anything like 50 
per cent of the votes of Conser- 
vative MPs. 

Mr Norman Fowler, former 
employment secretary, thought 
it most unlikely that any other 
candidate would ent er at the 
second round. Others were not 
so sure, saying everything 
depended on whether Mrs 
Thatcher could be persuaded to 
stand down In the interests of 
party unity. 

Most Conservative Euro MPs 
voted for Mr Heseltine. Mr 
Michael Welsh. Euro MP for 
Lancashire Central, said: It is 
certainly not over yet, but Mrs 
Thatcher would be very foolish 
indeed if she did not take 
notice of the signals she is 
being sent on Europe." 


Setback for US 
over Golf ruling 


Continued from Page 1 
While the US ade was claim- 
ing that the discussions were 
still ou track, but the Golf cri- 
sis was not discussed in the 
dosed session on the Confer- 
ence on Security and Coopera- 
tion in Europe yesterday, as 
was originally expected. 

The French presidential 
spokesman said he did not 
expect the 34 leaders to issue a 
joint declaration on the Gulf 
at the end of the co nfer ence 
today. 

0 Mr Gorbachev and Mr Bush 
wffl meet early next year in 
Moscow and may sign a treaty 
to cut their nuclear arsenals, 
officials from the two coun- 
tries said. 

Setting a date for the sum- 
mit could spur negotiators to 
clear the final obstacles. 


Collor in 
offensive to 
bolster 
economy 


By Christina Lamb 

in Rio de Janeiro 


MR Fernando Coll or de MeQo, 
Brazil’s president, has 
launched a political offensive 
to bolster understanding of his 
economic policies amid mount- 
ing criticism from business 
and the worst crisis between 
the executive and legislature 
since the president took office 
in March. 

The offensive follows a 
series of embarrassing defeats 
for the government in Con- 
gress last week and the resig- 
nation of Hr Renan Calheiros, 
leader of the government in 
Congress. 

Mr Collor will address the 
nation today to try to bolster 
the credibility of his govern- 
ment which is faring attacks 
from all sides. 

Of four measures put before 
Congress last week, three were 
defeated, including presiden- 
tial decrees to deregulate 
wheat trade and to mid yearly 
bonuses for state pensioners. 
Voting on the fourth measure 
- a presidential veto to end 
the indexation of wages to 
inflation - was delayed 
because there was no quorum. 

The government’s economic 
team sees de-indexation as 
crucial to its fight against 
inflatio n a nd h as been ba 
to pass an agreement 
Congress since June. 

The government’s inability 
to control Congress was dealt 
a further blow with Mr Calhet- 
ros’ decision to switch sides 
and oppose the government in 
protest at what he called 
“escalating immorality 
Announcing his resignation, 
Mr Calheiros called Mr Collar, 
a personal friend, "a political 
primate", adding; “He is the 
main person responsible for 
the political isolation of the 
government". 

Mr Calheiros is hoping to 
become governor of Ah 
Mr Conor’s borne state, 
letter explaining his resigna- 
tion, Mr Calheiros accused 
close associates of Mr Collor of 
corruption in the first round, 
in which 71,000 votes were 
found to have been tampered 
with in favour of his opponent; 
also a friend of the preside nt . 

Describing as “the most 
s candal ous electoral fraud in 
the history of our country”, 
Mr Calheiros said: “The 
silence of Collor in this matter 
is an incentive to continue 
practices that we thought bad 
been wiped out from national 
life.” 

Hr Jarbas Passarinho, jus- 
tice minister, blamed the gov- 
ernment defeats in Congress 
on the worsening economic sit- 
uation. Business leaders are 
critical of the government for 
its failure to bring down infla- 
tion. 
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Looking to 
after Thatcher 


* 


-if 


For all the undeniable drama 
of last night’s vote. It is not 
quite how for file mar- 

kets need excite themselves. 
The equity nwrfaA wffl look to 
sterling, that being the key to 
whether or not interest rates 
nan came down. An d inv estors 
in sterling, whether UK or for- 
eign-based, are mainly inter- 
ested in who runs the country, 
not who runs the Tories. If the 
second ballot puts Mrs 
Thatcher back in charge with a 
workable majority, well and 
good. If it instate a rival 
regarded by the polls as more 
likely to beat Labour in ~tfce 
next election, so much the bet- 
ter. 

That is not to deny that ster- 
ling may be in for a rocky 
week or two. But just as the 
big issue in the leadership elec- 
tion is commitment to Europe, 
so the issue for sterling is com- 
mitment to the PittM It 
been suggested that a new 
Tory leader might seize the 
opportunity to devalue sterling 
within the system. The obvious 
objection is that this would be 
an odd start for any nevr leader 
running on a European ticket, 
as the chief contenders pre- 
sumably will be. And after aft. 
it is not as if the market was 
convinced of Mrs Thatcher's 
commitment to the ERM 
either. 

The broader question is 
whether the contest has 
brought a Labour victory 
closer to hand. IT Mrs Thatcher 
scrapes by in tiro second ballat 
and hangs an, the answer may 
be yes. The question cannot 
otherwise be answered without 
even knowing who is to stand 
a prinsfc her. ~Rathw than pan- 
icking, the markets may have 
to live with perplexity for a 
while yet. 


ECC 


Share price rataffv? to 
FT*A Afr-Stare Mac 



100 



plus S400m of US preference 
share But ™»* will rise 

sharply if ECC satisfies tim US 
anti-trust authorities and fades' 
out $S2C3n far Georgia Kaolin. 
No wonder, then, that Mr 
Tears has-slashed his 
spending baric from £75m test 
year to a likely £2Stn-£30ra in 
1990-91. Small woxtderJoo, that 
some analysts think ECC* tax-, 
able profits will be less than 
£100m in the 12 months to 
December 31 1991 and that the 

r f fxr ffUmrf faTT 

The heart of the matter is 
that with 75 per cent ed its 
kaolin business based in. the 
UK, ECC is being badly 
squeezed by the strength of 
sterling at a time when the 
paper business is hi a cyclical 
downturn from which it may 
not emerge this side of 280. 
Talk at tlm. company^ day and 
granite reserves is of great geo- 
logical interest; but the cocrdog 
year is one which ECC and it 
shareholders may want to tap- 


per cent and a p/e of 9. 

All this should allow BAA to 
bring ite Stansted terminal on 
stream next year, take the 
expected £Sjm bit on profits 
and stiB declare rieady earn- 
ings. That should set the scene 

for renewed growth, while 
there is . plenty of retained 
pr o fit in hand to grow the dtvi. 
dend in Knewtth historic earn- 
togs. Interest cover -might dip 
briefly below three tiroes, hot 
meanwhile the company can 
look the MMC innocently in 
the eye; 

The Gulf crisis has the 
potential to upset traffic fore- 
casts, although these look con- 
servative enough in the 
short-term and, Hke Eurotun- 
nel's traffic estimates, can 
always be revised. Spending on 
airport security remains a 
potential black: hole from 
which, funds are difficult to 
recover. The MMC still repre- 
sents the; biggest danger to 
BAA, but for now the shares 
look worth, their rating. 



GrandMet 


ECC 

ECC’s new head Mr Teare 
has swiftly done the kinds of 
thing new bosses are supposed 
to do in recessions, and the 
stock market loves him for iL 
About 750 workers are to go, 
unnecessary capital spending 
is out and the end is nigh for 
ECC’s unexciting spell in the 
British housebuilding business. 
Hence the way the shares 
bounced A per centto 307p yes- 
terday, in. spite of the grim 
annual statement. But the new 
chief executive is only human. 
He cannot rewrite overnight 
the deteriorating economics of 
ECC’s core business, of supply- 
ing kaolin or carbonate pig- 
ments to the paper industry. 

ECC is probably in a worse 
fix than most investors wottid 
like to think, or than the 8 JS 
per cent yield on the shares 
implies. Its debt may not sound 
much: £33m of net borrowings, 


BAA 

Take a company with huge 
wtptfal expenditure and which 
knows its next -Bnflnrfoi year 
will be tough, then mkl is a 
Monopolies & Mergers Com- 
ndsston review, and the expla- 
nation for BAA’s interim 
results looks dear enough- The 
raw numbers seem much aa 
expected; but add back an 
giasm prov is ion against prop- 
erty loases and a reposted 10 
per emit pretax profit increase 
would look even better. Leas 


charge an additional £23ta of 
costs for resurfacing r u n wa ys 
at Heathrow and Stansted. 
This rush^of activity will help 
keep profits down to around 
£285m. Assuming a net divi- 
dend of 1%, tiie shares at 384p 
are on a prospective yield o£££ 
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Foreign currency mortgages have attracted more than 
a little attention since ERM entry. 

But the debate has generated as much heat as light. 

Are the potential savings worth the risks? Should you 
thin k of the m as a way to lower your repayments, or to' cut 
your borrowings? Most Important off all. who should - and 
who shouldn’t - consider them? 

At John Charcol. we arranged our first foreign 
currency mortgage In 198S, and since then we’ve become 
the undisputed market leader. 

As a result, we’ve built up an unrivalled level of 
understanding and expertise - so no-one can do more to 
help you appreciate the facts and the opportunities. 

. . 7° mak ® an appointment, and to receive full written 
details, call us now on C071> 589 7080. 


B JOHN CHARCOT. 

Talk akx>ut 


0-7 1 


— 5 


better mortgage. 
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Your home is at risk if you do not keep up repayments on a 
tk + mortgage or other loan secured on it 

The sterling equivalent of your .iab.hty under a foreign currency mart- »~c 
may he mcreased by exchange rote movements ~ " C 






.. Grand • Metropolitan’s 
extraordinary appetite for 
deals te plainly naffimtaMnd. 
Yesterday it not only tied m 
tiw pubs and breweries nop 
with Elders, on only slightly 
zwxfified tonne, ft afeo miwri 
£220nL througb selling its UK 
restaurant business to whit- 
breod on a nmWpfe seemfogfr 
in the Mgh. teens. Whitbread 
cur doubtless make more of 
the ted brand by combining 
it with ite ova Beefeater res. 
taurasts, white GrandMet 
Improves its earnings in the 
correal yeac. But GrandMet is 
left with a curious strategic 
anomaly- Ite teternsttooal 
expa n sion te based wholly an 
its brands, whether In food, 
drinks or retailing. Bat the 
balk at the groop'r tangible 
asset valne ia tted Hp in a UK 
retail bOShMSS -toe expanded 
lT which is now not 
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Nevertheless &c clearance 
of the .GrantidetyElders deal 
ieoves tift-tetft ol the UK brew- 
tog industry with some catdr- 
ingTqj to-do. A & ^fhe brewing 
tie starts to dissolve, an 
Increasing m nnbar of .hard- 
pressed regfonals mgjr follow 




a; 


subtle is an 18 per cent GrieenaQ Whitley’s example 
increase fa^ operating costs; std ’eiMd tbeir brewing 
much of whi ch cam e from 
spending on security and: 
senger services. In the 
year, it looks as if BAA will 


entirely. A free trade specialist 
Ske Scottish & Newcastle may 
. feel the need for alliances. 
Even Guinness, assuming it te 
not too occupied with 'its 
rumoured Spanish did, may 
feel '-.the need to -seem* more 
committed brewing distribu- 
tion to the UK. Rte an environ- 
ment in which GrandMet's 
hyperactive approach ha& cer- 
tato advantages. 
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Air Canada fuels 
airline debate 

••'■ . The Canadian govshv 

- mem appears prepared 
. Jr. -; M to raise the eeillng-on 

m foreign ownership of 

■ domestic airlines to 49 

I per cent from the pree- 
«’• S ent ^ per cent limit 

'.^.~.-|.^r 'M . Foreigners currently 
• have a relatively small 
>vf . . ®toke in the Canadian 

1 ' J- . airline industry. This 

qMfcfatettituda Jollows * proposal by Air Can- 

*jPf ind te flcoeaa to interna- 
tfonatfands. without jeopardising. Canadian 
ccutfrol^f . the airline. Rage 28 ■ 


NeW bante are being established In Nigeria at 
tphtettmenafrate, despite sharply declining 
profits reported by some of -the leading playw 
■ ers. But such proliferation has meant 

inc^w^connaetit^ for experienced manag- 
ers and tor borrowers, rather than for deposits. 
'TdftyXfttiidtiRS reports. Page 27 




for gold 

Olympic Airways. 
Greece’s state-owned 
national airline, has had 
only two profitable years 
since it was sold to the 
state in 1974 by its 
founder Aristotle Onaa- 
| sis. The government is 
I determined partially to - 
r . privatise the carrier,, 
fc believing it is the only 
I way that Olympic can be 
f competitive in a deregu- 
lated market Kerin 
Hope reports on Olym- 
pic’s quest for profit 
Pag* 26 


gainst the grain bi China 

^bumper grain harvest in China has put the 
^sto-eponsored agricultural price support 
^scheme under intense pressure. Prices have 
gapen and provincial governments are unable . 
to buy or store large quantities of grain. 

Reform — In the shape of raising the price at 
wtdcMhe state buys grain and eliminating sub- 
sidies to urban consumers — is now deemed 
J- critical to improving the economy. Page 35 



fawrc s t moi i t gwvicoi struggle 

I .The struggle continues 

to create a single mar- 
i tart tor Investment ser- 

v ^ cos ’ n Europe. Fresh 
' IHiigffiggjaBBIMBE sttempts wilt b* made 

r nod month to ranch 

agreement on a new EC 
would 

eSow pmrtitionsra to do 

■V s business anywhere in 
| the Community. Dis- 

E, JB agreement, hoWever. 

JB* runs deeo. John Red- 

wood; the tflC trade fflwl Industry minister (left). 
Is amonfly^ipwe opposed to making the market 
too bureaucratic. Pag* 29 


UK E n g in e er i n g group Babcock International 
has increased interim pre-tax profits by 6 per 
cent despite the halting of a Cl 58m <S311m) 
power station project In Iraq. Excepti o nal coots 
totalling £1.75m were split between the redun- 
dancybifl tor 200 workers Involved in the Iraqi 
-wderfer hatters, end a write down in valuer of 
a!44per oent stake In Sunfeigh. a 
USM-quotod maker of gott gear. Page 31 
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The ad man’s dream turns sour 

Alice Rawsthom looks at the reasons behind the sharp fail in WPP’s share price 


T he WPP Group yesterday 
became the latest scape- 
goat of the nervous stock- 
market when its share price 
plung ed from 279p to 115p in a 
wave of panic selling following 
. its profits warning on Monday. 
Yesterday’s collapse in the 
share pace followed a simrp foil 
cm Monday. The siww^, which 
were worth more th a n 650p a 
year ago, fell b y 99p from 378p on 
that day. WPP is now capitalised 
at less than a third of its value 
•two days ago. 

Thi s scenario of panicking 
investors and a plunging share 
price Is totally different from the 
WPP of a few years ago. WPP 
was once one of the stars of the 
.London stockmarket thanVn to 
its chief executive, Mr Martin 
- SoneD, former finance director of 
Saa tchi & Saatchi. He succeeded 
in turning Wire & Plastic Prod- 
ucts, an obscure manufacturer of 
supe rmarket baskets, into the 
world’s largest marketing ser- 
vices group. 

The catalyst for the collapse of 
WPP’s shares yesterday was the 
profit s warn ing on Monday. How- 
ever, WPP’s investors were react- 
ing less to the prospect of a fall 
in projected profits, thaw to the 
threat that future profits may not 
be sufficient to service the £315m 
($62 Om) m ount ain of debt 
amassed by WPP in its acquisi- 
tkms of the late 1960s. 

In Short, investors are terrified 
that WPP will turn into yet 
another of those acquisitive com- 
panies that stretched themselves 
too for in their over-ambitions 
deals of the late 1960s. 

For months, the more bearish 

aftv ertf Btng analy sta harc u mnwtl 
that Mr Sorrell win rue the day 
in summer last year that he 
mounted hia ffifitan hid finr Ogflvy 

& Mather, the US advertising 
agency. 

Mr SoneD, growled the heats. 


had simply paid too much at the 
wrong time for Ogilvy. They see 
the dnai as a gamhfp that the 
international advertising indus- 
try would continue to show 
health y growth into the 1990s. If 
so, the premise for the deal was 
over-optimistic. The US and the 
UK, two of the main advertising 
markets, have tumbled into 
recession this year. 

The bearish analysts - and 
WPP’s more nervous investors - 
have in t e rpreted Monday’s prof- 
its warning as a si gnal that the 
Ogilvy gamble may have failed. 
Mr Sorrell, for his part, main- 
tains that they are panicking 
unnecessarily and insists that 
WFP is still trading within the 
terms of its Hanking covena nts. 

The critical question for WPP 
is whether It can continue to 
meet the conditions of those cov- 
enants and its op e r atin g compa- 
nies can carry on producing suffi- 
cient profits to meet its inter est 
payments, loan repayments and 
the commitments for deferred 
payments amassed in its acquisi- 
tions. 

The position for this year looks 
like this, WPP, like most of the 
other global marketing groups, is 
stru gglin g against a slowdown in 
the advertising markets of the 
US, UK, Australia and Srandina. 
via. Moreover, Scali McCabe 
Slaves, one of its smaller New 
York agencies, is in a very vul- 
nerable position after losing its 
$40m Volvo account last week. 
Scali resigned the account after 
the humiliating revelation that 
one of its commercials for Volvo 
had been rigged. 

As a result, analysts have 
reduced their profit projections 
for 1990 from RlQ m to £9Gm on 
operating profi ts of cianm More 
important, WPP’s debt, which 
had been expected to fall to 
£285m by the year-end, will 
instead rise to £315m, because of 



Sorrell: insists WPP is still trading within hanking cov enan ts 


the cashflow problems caused by 
its operating difficulties. 

WPP will have to pay about 
£40m in interest this year. This 
means that its interest cover, at 
about 3.2 times, will still be 
above the minimum of 2.3 tjmpg 
stipulated in its h ankin g cove- 
nants for 1990. 

The group is still in a tight 
finanriai position. It also has to 
find cram next mouth as the first 
in the series of repayments on its 
medium-term loan for Ogilvy and 
about £10m for deferred pay- 
ments on acq uisitio ns 

Next year, the position will be 
considerably tighter. The mini- 
mum interest cover stipulated in 
the hanking covenants will rise 


to about 2^> times. WPP will lace 
higher deferred payments of 
about £19m in cash anil nan in 
shares. One of the ironies of its 
position is that most of its 
deferred payments apply to its 
non-advertising activities, which 
are still performing reasonably 
welL The group will also have to 
find about £30m to meet the next 
loan repayment 

Mr Neil Blackley, advertising 
anal yst at James CapeL estimates 
that WPP needs to make at least 
£75m in pre-tax profits next year 
to stay above its covenanted 
interest cover. It also needs to 
find £30m for its repayment with- 
out breaching its loan facilities , 

he says. 


Can WPP do it? The condition 
of the US and UK advertising 
markets will undoubtedly be an 
important factor. The economic 
outlook in both countries is so 
uncertain that it is impossible to 
predict what will happen, but 
both markets are expected to be 
tough. 

Another consideration is the 
extent to which WPP’s corporate 
problems may affect the perfor- 
mance of its subsidiaries, JWT 
and Ogilvy, in particular. 

Mr Sorrell says it is impossible 
to produce a reasonable estimate 
of WPP's performance in 1991 
until the group’s budgets are 
completed in the middle of next 
month. 


However, the consensus among 
analysts is that WPP’s profits 
will almost certainly fall next 
year. The question is by how 
much. Mr Blackley of James 
Capel forecasts pre-tax profits of 
£82m, in which case WPP would 
still be within the terms of its 
convenants. 

Even so, WPP would then face 
yet another gruelling year of jug- 
gling its loan repayments and 
working capital facilities. 

There is some room for man- 
oeuvre. WPP could save money, 

as Shmtohi ha« done, by passing 

its dividends. The preference div- 
idend alone costs £18m a year. 

Alternatively, it could raise 
rapitai by selling subsidiaries. In 
the past, Mr Sorrell has seemed 
temperamentally loathe to sell 
companies. He did. after all, build 
WPP on acquisitions and might 
see disposals as an admission of 
failure. 

The other long-term alternative 
would be to bring in an external 
investor, possibly one of the pow- 
erful Japanese agencies, such as 
Dentsu or Asatsu, as a minority 
investor to refinance the group. 

In the meantime, Mr Sorrell 
has been left to juggle WPP’s 
finances and to finalise the 
group's budgets in the hope that 
he will be able to reassure his 
bankers, placate his investors 
and prevent yet another plunge 
in WPFs share price. 





Annual dividend to be cut from DM8 • Talks on takeover by Pirelli in deadlock 

Continental earnings weaken further 


By Katharine Campbell in Frankfurt 


Hast Urban: state of suspense cannot be allowed to continue 


CONTINENTAL, the German 
tyre company under takeover 
threat from Pirelli of Italy, yes- 
terday announced a sharp deteri- 
oration in earnings for the first 
nine months of 1980. and said it 
would be cutting this year’s divi- 
dend. It paid DMS a share in 1989. 

Although no actual profit fig- 
ures were announced. Continen- 
tal admitted that earnings had 
weakened further in the third 
quarter, after a 39 per cent 
decline to DMl005m ($68 -2m) in 
the first six months. The com- 
pany added that it would not 
make a loss for this year. 

Mr Horst Urban, chief execu- 
tive, said that the current “state 


of suspense” relating to the 
Pirelli bid could not be allowed to 
continue and that the current 
uncertainty must be en d ed - 

The two companies are dead- 
locked after Continental rejected 
Pirelli’s initial takeover idea, and 
then set preconditions to resum- 
ing talks, subsequently rejected 
by Pirelli Continental yesterday 
re p e ate d ft was open to “discus- 
sions about other solutions.” 

At an extraordinary meeting of 
the supervisory board today, Mr 
Urban will report on Pirelli-re- 
lated developments. 

Continental yesterday denied 
that any significant steps, such 
as a decision to cease contact 


with Pirelli altogether, were 
expected. 

Continental is suffering from 
the “earnings crisis” gripping all 
parts of the world's tyre industry. 
In addition to the effects of price 
wars in many important markets, 
the tyre manufacturer stressed 
thp damage done by a continuing 
weak dollar in recent m onths- 

Group turnover rose 12 per 
cent for the first nine months of 
1990 to DM5S7bn (after a down- 
ward adjustment of the compara- 
ble 1989 figure because of cur- 
rency fluctuations). But a 
traditionally strong fourth quar- 
ter should bring a 2.4 per cent 
sales increase for the year as a 


whole. Continental forecast. 

Narrowing prices in the tyre 
division meant that in spite of 
volume increases of 5 per cent for 
the first nine months, sales rose 
only 2.7 per cent. 

The General Tire operation in 
the US wiD make a loss this year, 
according to a statement issued 
last week. 

ContiTech, the rubber products 
division, increased sales by 13 per 
cent (including for the first time 
consolidation of Clouth Gummi- 
werke, Germany, and Hycop of 
Sweden). 

Profits, however, did not match 
that growth. Continental admit- 
ted. 


Siemens in talks on control 
of Spanish telecoms group 


By Peter Brace in Madrid 

SIEMENS, the German elec- 
tronics group, confirmed yester- 
day that ft is holding exploratory 
tones with Amper, one of Spain's 
biggest domestic suppliers of tele- 
communications equipment, pos- 
sibly with a view to taking con- 
trol of the company. 

The move the latest 

effort by Europe's powerful tele- 
com equipment producers to lock 
into the Spanish market, which is 
fri t to have enormous potential 
for growth but suffers from 
chronic shortages. 

Amper. 16 per cent-owned by 
the Spanish telephone monopoly, 
Telefonica, is the biggest supplier 
of toteptomeg in the country .It 
h»s been developing a ran ge o f 
new p ro du cts in joint ventures 
with Motorola and AT&T of the 
US. 

But the company, valued at 
s ome ysftm on tbe Madrid mar- 


ket, is plagued by poor orders in 
its defence and consumer divi- 
sions. 

Dealers in Madrid say about 40 
per emit its shares are held by 
foreign fund m anag ers. 

stem pne is the only large Euro- 
pean manufacturer of di gital 
switching and other telecom 
equipment that does not yet sup- 
ply Telefonica. 

Alcatel Standard, the Spanish 
arm of Alcatel, the telecam divi- 
sion of France’s CGE, has 52 per 
cent of the switching market. 
Ericsson of Sweden has 40 per 
cent 

Although Telefonica owns 21 
per nan* of Alcatel Standard, it 
recently invited AT&T to supply 
it as well, in an effort to over- 
come production delays. AT&T, 
in a Joint venture with Amper, 
now has 8 per cent of the Spanish 
market 


CGE has been pressing Tele- 
fonica this month to take a stake 
in Alcatel Standard’s parent com- 
pany in France. 

This would further commit 
Telefonica to an alliance with the 
French supplier. To do this, Tele- 
fonica could swap its 10 per cent 
stake in the Italian group Telet- 
tra, which was recently sold by 
flat to CGE. 

Bat Telefonica Is trying to shed 
its role in manufacturing and, 
following its telecoms acquisi- 
tions in Chile and Argentina, to 
concentrate on services. 

The Spanish government, how- 
ever, has a weakness for large 
industrial »Tliar>rps and is urging 
Telefonica to develop stronger 
ties with AT&T. 

A Siemens bid for Amper may 
force AT&T to try to counter ft, 
to protect its position as a sup- 
plier to Telefonica. 


Cypriot warning on Polly assets 

By John Murray Brown in Nicosia and Richard Waters in London 


WE NOW HAVE 
TREASURY 
MANAGERS IN ALL 
THE FINANCIAL 
CAPITALS 
OF THE WORLD. 
INCLUDING LUTON. 


IT COULD take as long as 10 

years for the administrators of 
Polly Peck Internatio nal t o 
secure ownership of the group’s 
assets in northern Cyprus, 
according to the lawyer acting 
for the group's-subsidiaries on 
the island. 

Mr Merte? Aziz; pointing out 
that northern Cyprus is not a 
recognised state, said: “The 
courts in London do not recog- 
nise our judgments, and we do 
not recognise theirs. An adminis- 
tration order in London is not 
enforceable here.” Mr Menteg, 
one of Nicosia’s leading barris- 
ters, added: "They must forget 
about Cyprus.” 

His comments support warn- 
ings given by Mr Asl Nadir, the 
Polly Peck chairman, who said in 
Istanbul on October 25 that the 
investm ents in Cyprus and Tur- 
key “would be specially pro- 


tected" from outside interference. 

However, Mr John White, a 
partner of London law firm 
Camer on Markby , which Is acting 
for the administrators, said he 
was not attempting to secure 
assets on the island. 

The administrators, he said, 
were concerned only to get a 
complete picture of the group’s 
operations in Cyprus. These busi- 
nesses have always been a signif- 
icant contributor to Polly Peck’s 
reported profits. 

This would liable the adminis- 
trators to carry through their 
restructuring of the group’s 
operations, said Mr White. 

If it proved impossible to keep 
Polly Peck afloat, he said, the 
administrators would still not 
need to secure assets in Cyprus. 
They would be looking only to 
sen Polly Feck’s shares in the 
companies on the fafanfl 


However, questions of access 
could arise if tbe Cypriot 
operations were wound up at any 
stage. 

Meanwhile, there were signs 
that the administrators have 
made headway in their efforts to 
gain tO the aCCOimtS Of 

Polly Peck’s nine Cypriot compa- 
nies. However, they have still to 
overturn a court injunction won 
by seven local citrus growers 
which prevents access to the 
books. 

Polly Peck's operations on the 
island - principally S unzest 
Trading, a fruit producer and 
exporter, Unipac Packaging 
Industries, a cardboard box man- 
ufacturer, and Voyager Ribris, 
which operates the Girne View 
and Palm Beach hotels - are 
owned through Voyager Limited, 
as intermediate holding company 
based in the isle of Man. 


As far as wc kuow Luton has newer 
before been mentioned In the same finan- 
cial breath as London. Tokyo. New York 
or Dusscldorf. Airport and car plant, yes. 
Not to mention its hau (its football team 
is called the Hatters!) 

So haw wc taken leave of onr senses 
installing a treasury manager in Luton? 

don’t think so. Which is why wove 
also established treasury managers in 

Edinburgh. Birmingham. Leeds. Bristol. 
Southampton and Manchester. 

The simple reason behind this is 
that it’s an integral part of ensuring that 

f * 

we service our local customers as well /a, 

■ *H| 

as our City or international clients. • « 


Try telling a Bristolian or Mancunian that 
be has to go to the City when he wants a 
currency option. 

Our local managers simply cap In to 
our complete treasury sales operation 
thus ensuring the samo level of service 
and expertise received by all our clients 
around the world. 

We deal io all the currencies yon are 
likely to need through the global foreign 
exchange market. So whether you're look- 
ing for some advice on risk management, 
or a foreign exchange deal, all you have 
to do is speak to our experts on the spot. 
J*» t You will find them at the places 
tC* listed below; just a 'phone eall a wav 


MIDLAND 

CORPORATE BANKING 

tlWINDnAHTOiOl Wj* MUtflUL TW, Off? 3* OJ 16 MA.XC1IKSTKH TKLi 061 2M MW 

IAiTOS.T*fc.«ie2TQW SOOTOiUlPTOS TULa Q7IM oJ M>» Li»tJ6TKUI*«M«77 KUXBlncnil TEL, «UI 23 S63S 
UM im iKTIU A. * sums 1 * 
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Par »*n m ans an: am tWTW 
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ECC warns on 
future as annual 


profits fall 42% 


GrandMet 
to sell Berni 
Inns chain to 
Whitbread 


Olympic Airways seeks a way up 

Kerin Hope reports on troubles facing the Greek national carrier 

T he scene is Athens air- sold to the state in 1974 by its diplomatic skffls will also be "We a surplus rfl 

port at the tail end of founder, the shipping tycoon needed. 

the tourist season. Mr Aristotle Qnasris, shortly Flying year-round to over 30 smaller ones, to* means 




By Andrew Taylor, Construction Correspondent 


By Philip Rawstome 


ECC Group, the world's largest 
supplier of china day 
announced a fall in pre-tax 
profits of more than 42 per cent 
from £150.6m ($296. 7m) to 
£86.4m during the 12 months to 
the end of September. 

The British group, which 
seven weeks ago announced 
plans to cut its c hina clay 
workforce by almost a fifth, 
warned that trading c onditio ns 
would remain difficult next 
year. 

Group pre-tax profits were 
taken after a ssfon exceptional 
provision to cover redundancy 
and rationalisation costs. 

Profits from nhina clay, or 
kaolin, which is used mamiy 
for fillers and coatings by the 
paper industry, fell by almost 
14 per cent from £90. 8m to 
£7&.lxn during the 12 months. 

Building materials profits 
from aggregate and concrete 
block sales, mainly in the UK 
but also in the US, fell by Just 
over a fifth from £50. 7m to 
£40.1m. Housing profits tum- 
bled from £2£L9m to £15 .3m- 

ECC, formerly known as 
English China Clays, has also 
announced plans to sell its 
British housebuilding 
operations by 1993- It expects 
to raise at least £200m from the 
sale. 

In June, ECC sold its 29 per 
cent stake in Bryant, the UK 


housebuilder and contractor, 
for £495m. This compared with 
a purchase price of £52Bm at 
the beginning of 1987. 

Mr Andrew Teare, who took 
over as group chief executive 
in June, said he had acceler- 
ated a cost savings programme 
which had been planned before 
his arrival However, the deci- 
sion to quit housing to concen- 
trate on the core businesses of 
china clay and building materi- 
als had been his. 

About 750 Jobs will he cut 
from ECC’s china clay 
operations, largely from 
around St Austell in. Cornwall, 
where the bulk of the group's 
clay pits are situated. 

Mr Teare, formerly manag- 
ing director of Rugby, Britain’s 
third -largest cement group, 
said the cuts would produce 
substantial cost savings with 


no loss of production. 

The fall in profits was 
mainly due to adverse 
exchange rate movements. 
These had reduced the cost of 
US kaolin imports into Europe 
and affected clay exports from 
the UK. 

The group, which is switch- 
ing to a December year-end. 
intends to pay a total dividend 
for the 15 months of 2L5p. This 
is equivalent to I9.6p over 12 
months - the same as during 
the year to September 1989. 


Suzuki improves to 
Y4.6bn at half year 


By Our Financial Staff 


SUZUKI, the Japanese motor 
group which is the world’s 
third largest producer of 
motorcycles, reports improved 
profits for the six months to 
September and plans to pay an 
Increased dividend. 

Turnover tor the six months 
rose to Y49L5bn (SLSlbn) from 
Y405 Jbn a year ago. while net 
profits improved to Y4.6bn 
from Y4bn. The interim divi- 
dend goes up from Y3 a share 
to Y3-5. 

Suzuki has raised its forecast 
for domestic sales for the 


whole of this year to 510,000 
mini-vehicles and 45,000 com- 
pact cars. 

Vehicle sales rose to 267.839 
in the half-year from 250,976 a 
year earlier, due mainly to a 
recovery in demand for mini- 
cars after the introduction of 
new models under new stan- 
dards. 

The company confirmed that 
net profits this year would be 
around YlObn while sales were 
expected to be YSObn. Suzuki’s 
1989-90 net profits totalled 
Y7bn_ 


GRAND Metropolitan is to sell 
its UK Berni Inns chain of 
family restaurants to Whit- 
bread, the Brltishbeer, food 
and retailing group, as part of 
a £U5m (S21Sm) package of 
retail sites. 

The deal will bring the total 
of GrandMet’s disposals since 
the $5.8bn acquisition last 
year of Pillsbnry, the US food 
group, to more than £l-5bn, 
with the sale of the William 
Hill betting shops to Brent 
Walker accounting for half 
that sum- GrandMet also pot 
its Alpo pet-food business in 
the US on sale for around 
£4QOm earlier this year but 
later withdrew it. 

Government approval yes- 
terday for GrandMet’s pubs- 
for -breweries swap with Cour- 
age is expected to bring 
another 1,500 pubs on to the 
market next year. 

The retail sites bong sold to 
Whitbread include ns Bend 
Inns and the Bern! brand 
name as well as 37 managed 
pubs in England and Wales. 

GrandMet will retain 58 
Berni Inns, which will con- 
tinue trading under the brand 
I name for the next year. 

Whitbread will pay £55m on 
completion of the sale on Mon- 
day. Payment of the remaining 
£60m. and an Interest charge 
of £2 .8m, will be made nest 
March. 

It is the biggest single pur- 
chase of retail sites Whitbread 
has ever made. 

Mr Peter Jarvis, group chief 
executive, said: -This is a very 
exciting acquisition foT us 
since these are truly outstand- 
ing sites, many of which are 
tailor-made for our successful 
range of retail concepts. 

“Very rarely does such a 
large package of sites come on 
to the market 
“Our strong balance sheet 
coupled with our well-estab- 
lished brands, means we are 
ideally placed to grasp the 
opportunity." 

Whitbread, which is also 
buying stock at valuation 
worth around £3m, said the 
sites would be used to expand 
the company's retail business 
portfolio which includes Beef- 
eater restaurants, Whitbread 
Inns, Brewers Fayre, Roast 

Inn, and M ulligans. 


T he scene is Athens air- 
port at the tail end of 
the tourist season. 
Olympic Airways’ midday 
i flight to London is delayed 
because an ageing Airbus is 
; out of commission. The passen- 
gers, mostly Greeks and young- 
ish foreigners, lounge on 
uncomfortable plastic chairs 
waiting for a Boeing 747 to 
, return from a domestic flight 
and take them to Heathrow. 

There is hardly a briefcase to 
be seen, for businessmen and 
those who travel regularly 
know better. They take a Brit- 
ish Airways flight at breakfast 
time. 

Greece's state-owned airline 
has one of the worst punctual- 
ity records among western 
European carriers, as well as 
the oldest fleet and one of the 
lowest passenger yields. More 
than 90 per cant of Olympic 
passengers travel on promot- 
ional fares, mainly between 
April and October. 

The airline's losses for 1990 
are expected to top Dr20bn 
($i30m), including interest pay- 
ments on accumulated debt of 
DrIIObn. "We’d hoped to cut 
last year's losses substantially, 
but the Gulf crisis will add an 
extra Dr7bn to the fuel bill by 
the end of the year, and we’ll 
be back where we started,” 
says Mr Loukas G rammatik os, 
the director general. 

Olympic has had only two 
profitable years since it was 


sold to the state in 1974 by its 
founder, the shipping tycoon 
Mr Aristotle Onassis, shortly 
before be died. 

Successive governments 
have leaned heavily on the air- 
line’s management, deciding 
ticket prices, loans and aircraft 
purchases and making political 
appointments at every level. 
Staff levels swelled from 7,000 
in the mid-1970s to 125QQ this 
year, but there is still a short- 
age of pilots senior techni- 
cians. 

However, the present conser- 
vative government Is commit- 
ted to partial privatisation as 
the only way of ensuring that 
Olympic remains competitive 
in a deregulated market. Noth- 
ing is official yet, but Olympic 

directors speak of floating a 
share Issue on the Athens 
stock exchange. The Greek 
state would retain 51 per cent 
of the equity and a percentage 
of the remainder would be 
offered to a foreign airline. 

"Ideally we’d sen two pack- 
ages of around 20 per cent 
each, one to a European and 
the other to a Japanese air- 
line," said one board member. 
“It should be done as soon as 
possible.” 

Several major carriers have 
shown an Inter-Egt in taking a 
gfr nkfl . bat an formal negotia- 
tions are under way. A buyer 
would be expected to contrib- 
ute management expertise to 
turning the airline round, but 


diplomatic kWOs will also be 
needed. 

Flying year-round to over 30 
domestic destinations, includ- 
ing 20 islands, accounts for 
most a t Olympic’s deficit Exec- 
utives complain that despite 
sharp fare increases this year, 
the government atOl puts 
social and political consider- 
ations first 

Policy calls for promoting air 
Tjnipa with remote fobrnds as a 
way of ste mm i ng depop u l ation . 
Rivalry with Ankara over 
Aegean air space control 
means that regular flights to 
islands close to Turkey are 
vital to the national interest. 

One obstacle to improving, 
ground operations is being 
removed with fee sale of 66 per 
cunt of the airline's lossmak- 
ing meals subsidiary, Olympic 
Catering. Five interna t i ona l 
caterers and hotel chains are 
bidding gnd dea l shnnM go 
through by the end of the year. 


■We have a surplus of long- 
haul planes but not enough 
smaller ones. That means wa 
end up using a 747 fora 4frndn- 
ttte local flight toCcefe - A- 
terrible waste of fuel and effi- 
ciency” Mr Grammatikos says. 

The Boeing 767s have now 
been exchanged foe six Boeing 
737-400S to be delivered next 
year, enabling the aaxhnefe 25- 
year-old Boeing 727s to be 
retired. Also, an option has 
been taken on a doaen 7378 for 
delivery at file end of the 3990a. 

In addition, two Airbus A30CV 

600s are on csdex; whfie Oiym* 

pic Aviation, the airfine’s fight 
aircraft subsidiary, has already 
delivery of two eat ef 
eight ATR turboprop afreraft 
martg by Aerospatiale. “Even- 
tually we should operate turbo- 
props for most domestic flights 
and regional routes ifke Mflaa 
or Istanbul,’' Mr Gnunmatikoe 



M eanwhile. Mr Gram- 
mafikos. a pilot him- 
self and five airline’s 
former technical director, is 
implementing an 8800m 
renewal programme for Olym- 
pic’s hard worked Beet of 40 air- 
craft. The only new order 
placed In the 1980s was for 
three Boeing 767s, suitable for 
long-haul flights but not for 
the medium-range distances 
wafcB up the bulk of Olym- 
pic routes. 


Olympic's long-haul routes 
to the US, South Africa and 
Australia are another prcMwn - 
They were started partly to 
enhance p restige hot also to 
tap a potentially huge market 
of Greek migrants goto# home. 

Now they make large knees 
“because they appeal only to 
the ethnic market and don’t 
attract bu sin essm en,” says Mr 
Stefanos Romeos, a forma: 
planning <*irf who now fiends 
the cargo dteisicn. “Our pas- 
senger toad factor acmes the. 
Atlantic is especially low,' 


partly because w* don’t have 
an affiance with cm American 
airitoe In act as a feeder.” 

None the less. Olympic 
started an Atheae-Tokyn flight 
in June on the baste of an 
Mgbt-B&BZtlr study nf Japanese. 
totsdat and business travel pat 
tents to Europe. It got off ton 
slow start rat is forecast to 
tom pwOteW® next year. 

ft te GfrmpieV European »t- 
worir tbat provides respectable 
profited despite poor ttnefeep- 
ing sod seasonal swings m 

Mr Gcxxomattfco* believe* 
tfee ^ytth a fi per cent share of 
the Eu ro pe an market, load fao- 
toes flat compere favourably 
with Swiaeatr and KLM aad 
l a n di n g; slots at every Euro- 

SSSo pfe yis nfo^fSoadto 
find a partner”. 


Dassault expects rise in jet sales 


By William Dawkins in Paris. 


DASSAULT, the French 
aircraft group, is expecting a 
significant increase in the sales 
of business jets over the next 
five years to help compensate 
for sluggish growth in military 
markets. 

Mr Serge Dassault, group 
chairman, yesterday said Das- 
sault Aviation Was aiming to 
lift sales of civil aircraft from 
the present 20 per cent of turn- 
over to 35 per cent by the mid- 
dle or end of the decade. 

The proportion could even, 
rise towards 60 per cent, 
adding in sales of computer- 
aided design software, services 
and contributions from Falcon 
Jet, the US subsidiary, said Mr 
Charles Edelstenne, finance 
director. 

Mr Dassault was speaking a 
day after the si g nin g in Paris 


of the conventional arms 
reduction treaty between Nato 
and the Warsaw Pact, fire polit- 
ical expression of the toll in 
military demand which has hit 
the industry. 

He expected military sales to 
fall from the present 78 per 
cent to 55 per cent of Das- 
sault’s total turnover over the 
same period. His target was for 
space activities to rise to 10 per 
cent of sales. 

Dassault, whose Falcon 
range of jet aircraft bolds 25 
per cent of the world’s busi- 
ness jet market, is predicting a 
stagnation in group sales this 
year around the FFrl9.45bn 
(S3 9 1 bn) reported in 1989. 

However, Mr Dassault fore- 
cast that business jet sales 
would rise from the current 
average of 35 aircraft n-rmnaHy 


to 50 by 1995, when they would 
then contribute between 
FFr4bn and FFr5bn to group 
turnover. 

Dassault is pinning SlUCh Oi 
its civil aviation hopes on the 
new Falcon 2000, a twin-jet, 
intercontinental aircraft doe 
for certification and first deliv- 
eries at the end of 1994. It will 
sell Sot around 313.7m, and be 
capable of c ar r ying eight pas- 
sengers for 5^00 km. 

The group expected to tear 
shortly whether Boeing, the US 
aircraft maker, would allow 
the group to make wing flaps 
for the frzture Boring 777. 

Dassault is also continuing 
talks on possible cooperation 
deals with foreign aerospace 
groups fariedtog Saab of Sw* 

den and AHtaha anrf Ph w pfa rf 

Italy. 


Dutch Insurers talks on 
health co-operation fold 


By Ron*M van do Krol In Amsterdam 
TALKS between three large • is working on 


TALKS between three large 
Dutch insurers o$x co-operating 
In the Arid of heakb 
have broken down became of 
the repeutiy-unvefled plans by 
one of the participants, 
Nationale-HederlandepL to 
merge with NMB Poetbank, {he 
third -largest bank in the 
Netherlands. 

Aegon and Delta LipytL 
which are ranked second ana 
fourth respectively in the 
Netherlands, said yesterday 
that they bad pcBed out of fee 
talks because the planned 
merger wopld give Nat-Ned 
new, bank-based distribution 
channels. 

"We are all Gonopuzdn that 
work through insurance 
agents. N dhablhMirtB 


pew 

changes the situation,” a 

spokesman for Aegon said. 

Nat-Ned, the hugest insurer 
in tfae saMit 

n«n*ted tbe more bp Angx 
and Della UoytL AtoOtowian 
noted that NatJfed a&Mfotte 
tioeesy with Dqtefi J e t et e u ce 
agents and htoxere, who' 

insurance tarnown' 

rename gw flffla wflh other 
intereBtadwf^Nat-ttedatao 

ia*nreiM!§^ ^ppsaltative 
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in financial 


By Philip . Gq with in Johannesburg : 


.AfWcah Breweries 
(S AfiX the.-ecnmtsy's largest 
consumer group, and Nedcov a 
leading basic, have joined 
forces to provide . selected 
™^oal services and products 
JO the mass consumer market, 
m a move which could revolu- 
tionise the fluanpfal services 
market nuntat. 

A new company, the Advan- 
tage Investment Corporation, - 
has been formed with SAB and 
Nedcor as equal . shareholders. 

tt wffl seek to 

financ i a l expertise to SAB’s 
formidable marketing expertise 
and an estimated 3J5m strong 
retail client base. The venture 
wQl be headed by Mr Kevin 

Brewer, forinerly Snandal 
director of Edgars, an SAB sub- 
sidiary. • _■ . .. 

Although many consumer 1 
retailers around' the world " 
have dabbled in financial ser- 
vices, Ur Meyer iCflhw ; exBcu-- 
live chairman oZ SAB, says he 
belives it to be the first case of 
a tie-up being concluded with a 
leading financial *n « H i i> Hw n 

Explaining the logic of a 
joint venture, Mr Kahn said: 
“The secret of SAB's success is 
that we have always stuck to 


our knitting. It wunM be years, 
if ever-, -before- we. mastered 
fin an cial services. This way we 
supple ment our own na gfcBHnf 

Mr Kahn said the project, 
which Involved- substantial 
cammttment of resources, was 
a longterm investment he 
dld- -n ot— anticipate much 
reward In the first five years. 
Be said the project, in which 
all SAB's retail subsidiaries 
would participate, was a means 
of adding value to existing cus- 
tomer traffic and infrastruc- 
ture. 

The new company -will prob- 
ably sell products such as unit 
trusts, fife Insurance policies 
and possible home loans. Mr 
Kahn said the aim would be to 
strip these products of their 
mystique mqici> t he m avail- 
able to the -mass consumer 
markets which SAB dominate?. 

He said its approach would 
differ, from that of conven- 
tional financial services 
operations. “The deUvexy sys- 
tem will be totally different 
and. the products will net be 
■me-too*. They will be products 
for the man in the street so 
that everyonecan participate. “ 


ICI Australia posts fall in 
pre-tax profits to A$121m 

By Kevin Brown in Sydney 


IQ Australia, a 62.4 per cent 
subsidiary of ICI of the UK, 
yesterday blamed faffing prices 
and “dumping^ by overseas 
co m petitors fear a 67 per cent 
cut In pre-tax profits to A$l21m . 
(US$92L3m) far the year to Sep- 1 
tember 30, on tnmoverdofwn 3 
per cent to Alston. . 

“The result Was mostdisap- 
pcaantmg, 1 * IGf safaL The main 
reason was . a significant; 
increase In Ih^ort competition, 
due primarily to sharp dedines 
in the international prices far 
plastics and specfattty chemi- 
cals. and. the diunpingrOfsome 
products into AustxafiaJ* 1 rv 

The companysaifftte pro- 
gressive weakening of dmnes- 
tic economic' BCfitfty and the' 
strengthening of the Al 
exchange rate in the second 
half of the 'year had also 
adversely affected results. 

Oth§r reasons, far the poor 


result Included, substantial 
increases in operating costa 
caused by domestic inflation, 
higher feedstock prices and 
more stringent environmental 
standards; Several plants were 
closed hiring the year, at a 
. cost of AfSOhL' • 

.... The directors said the out- 
look far the' current year was 
“difficult and uncertain" 
„ because of the impact of higher 
oil prices and the likelihood of 
weaker demand from signifi- 
cant customers in the con- 
struction, manufacturing and 
rural sectors. - 

. The directors declared a final 
dividend of 2 cents, wmTrmg a 
total dividend, of 20 emits 
far the year, compared with - 38 
cents last year. The company 

also an additional 12 cento 

scrip reinvestment dividend 
last year, which will not be 
repeated. 


Dorbyl hit by worsening 
business conditions 

By Philip Gawtth hi Johannesburg . 


DORBYL, South Africa's 

leading an gftnMM-lhg enmpany - 

posted a drop to income far the 
year to September after a more 
serioastemranticipated deteri- 
oration to business conditions. 

Turnover rose UL5 per cent 
to R2.84bn (tLiatm) from 
R2.5lm, but tighter margins 
and a 22 per cent rise in the 
interest bill saw pretest profits 
fall 5.6 per cent to R147.4m 
from Rlfi6.Hn. A lower tax bfU. 
however, limited the dnettne to 
attributable earnings to IB per 
cent, to R1 10.1m from R1 12.1m. 

During the oast, year Dorbvl 
spent R159m an capital pro- 
jects, of which; R57m was 
invested to Tosa Seamless, a 
joint venture with Zscor to 
manufacture steel- pipes/tabes. 


flanges and fittings. The com- 
missioning of the plant was 
delayed until June, but produc- 
tion problems remain and 
losses have been incurred. 
Efforts arh' being made to 
attend; to these problems. 

Mr David Mostert, chief exec- 
utive, anticipated “very diffi- 
cult trading conditions" whpart 
But he said the group was well 
placed to handle these fallow- 
ing modernisation of plant, 
investment in human 
resources and a broadening of 
the group's base. 

- Earnings per share were L8 
per cent lower at 8452 cents 
against 351.4 cents while the 
dividend was raised by 3 per 
cent to 103 cents from 100 
cents. 


Hanwa tumbles to Y12bn 


HANWA, a Japanese steel, 
trading?' company which 
became an aggressive investor 
in financial markets in the late 
1980s, reported a 43P per cent 
plunge in pretax .profit' to 
Y12.7bn (698.4m) in the six 
months to September, writes 
Ian Rodger. 

The company warned a 
month ago it had suffered 
Y25bn in book losses to its 
securities portfolio in that 
period and that , its net profits 
would be down 80 to 40 per 


cent. In the event, the 

app raisal I n y nm yVBt jnm and 

net profit was down 372 per 
cent to Y369.1m. 

Revenue from steel trading 
was flat_at Y369.1bn. but oper- 
ating profit jumped 44.3 per 

Cent tnunlrw to higher prices. 

The company is farecasting a 
pre-tax profit of YSSbn far the 
fall year, down 14J. per cent 
It intends to maintain its 
Y5J5 per share normal interim 
dividend and pay an additional 
Y0.75 extraordinary one. 
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The growth and growth of banking in Nigeria 

Undeterred by declining profits, banks are being established at a phenomenal rate, Tony Hawkins reports 

econ riling appearance cation at the dally auction: demand remains strong. appraisal of 62 banks, the governments. loan - in jeopardy as a res 


R econciling appearance 
and substance in the 
Nigerian economy has 
long taxed the ingenuities of 
business analysts. Nowhere is 
this more striking than in a 
banking sector, awash with 
liquidity but with real interest 
rates to the region of 7 per 
cent 

New banks are being estab- 
lished at a quite phenomenal 
rate despite sharply declining 
profits reported by some of the 
leading players and a gloomy 
official assessment that erne in 
three of Nigeria's banks is in 
the “probJenj" category. 

In August, the Nigeria 
Deposit insurance Corporation 
(NDIC) reported that, at the 
end of last year, 27 of 69 banks 
were undercapitalised, seven 
were “distressed”, while no 
fewer than 28 had “classified 
assets” — non-performing 
kwmw — tftnt exceeded share- 
holder floxids. 

One might have expected 
that this would deter new 
entry, but not so. There will 
soon be 130 banks - up from 
81 a year ago. Such prolifera- 
tion na« in want increased com- 
petition far experienced man- 
agers ami for borrow e rs, rather 
than deposits. 

Despite the commitment to 
deregulation, the regulatory 
system Is both protecting the 
inefficient and encouraging 
new e n tr y . Each bank is guar- 
anteed a foreign currency allo- 


cation at the dally auction; 
until its lending reaches N50m 
($6 _2m) a new bank can Ignore 
official credit guidelines. 

There are two ironies: suc- 
cessive Nigerian governments 
have required banks to estab- 
lish new branches, particularly 
In rural areas, to boost bank 
deposits. 

But once a bank reaches its 
12£ per cent credit increment 
far the year, there is no incen- 
tive to attract new deposits, 
especially since the 1990 deci- 
sion forcing banks to pay inter- 
est on current accounts and 
the recent issue of stabilisation 
securities to mop up excess 
liquidity. 

Secondly, the of mobili- 
sing savings is to finance 
investment, but fixed invest- 
ment is in danger of being 
choked by high real interest 


demand remains strong. 

Official reliance on credit 
ceilings is understandable. 
Having succeeded to bringing 
inflation down from 41 per cent 
in 1989 to a forecast 15 per cent 
in 1990, the CBN is anxious to 
keep a tight grip on credit, but 
this is enormously difficult at a 
timg when the government is 
spending heavily on its democ- 
ratisation programme and 
surging oil receipts are fuelling 
the country's external reserves 
and money supply. 


appraisal of 62 banks, the 
NJDC found that nearly half 
were undercapitalised - capi- 
tal and reserves were less than 
5 per cent of total assets. Bad 
loans totalled N9.4bn or 41 per 
cent of total bank assets, while 
in the seven “distressed” 
banks, two- thirds of loans were 

uncollectible. 

The crisis banks are not the 
new, undercapitalised ones 
recently opened and neither 
can their problems be attri- 
buted to the loss of business to 


Three main remedies are being mooted for 
Nigeria’s banks in the 1990s — tighter supervision, 
increased competition and restructuring. 


There is no reason why 
bankers, hamstrung by credit 
controls, should reduce inter- 
est rates in order to lend more. 
This will happen only if credit 
demand collapses of which 
there is no sign. Indeed, for- 
eign reluctance to invest new 
equity in Nigeria has forced 
business to become more 
highly geared. 

In the first half of the year, 
private sector borrowing rose 
9.6 per cent and the recent wid- 
ening of the premium for for- 
eign exchange in the parallel 
market suggests that credit 


The end result is the worst 
of all worlds - excess liquidity 
and high real interest rates. 

The optimists argue that the 
inverse yield curve - prime 
rates ranging from 22 per cent 
to 28 per cent alongside a sev- 
en-year debenture issue cur- 
rently being marketed with a 
21 per cent return - points to 
a reduction to lending rates 
before the very year Is out. 

But inflation is a lagging 
indicator and some bankers 
worry that real interest rates 
will disappear next year as 
inflationary pressures resur- 
face. 

A far more serious problem 
is the system's underlying 
structural weakness; in its 


the newcomers. 

TwctPfld, the problem banks 
are those with a long history of 
poor management, politically 
motivated lending and the 
accrual of interest on non-per- 
forming loans as a basis for 
declaring paper profits and 
paying cash dividends. 

The tip of the iceberg is one 
of the country's oldest banks 
- the National Bank of 
Nigeria - owned by three 
state governments. In March it 
had liquid assets worth N42m 
set against deposits of N858 m_ 
Four-fifths of loans are 
“unreaiisable". It typifies the 
quality of assets and liquidity 
crises endemic among the 20 
banks controlled by state 


governments. 

Last year, even some of the 
well-managed banks were 
forced to turn to the central 
bank for support when at a 
stroke, the authorities pulled 
NBJSbu of deposits out of the 
system. 

Banks which were heavily 
reliant on public sector depos- 
its - diverted to the central 
bank - became illiquid over- 
night and were forced to bor- 
row N2^bn from the CBN, a 
quarter of which had been 
repaid by the end of 1989. 

These difficulties have been 
compounded during 1990 by 
the increasingly acute shortage 
of skilled and experienced 
bankers and relentless cost 
pressures. 

One banker estimates that 
his cost of funds has more than 
doubled in the last year, while 
the skills shortage is also con- 
tributing to cost escalation. 
With widespread poaching of 
staff between banks, a senior 
banker earns three or four 
times as much as his counter- 
part in industry. 

T hree main remedies are 
being mooted for 
Nigeria’s hanks in the 
1990s - tighter supervision, 
increased competition and 
restructuring. 

Deregulation and competi- 
tion will get a boost if the 
World Bank's finanrfat sector 
and public expenditure policy 


loan - in jeopardy as a result 
of a dispute between the Bank 
and the government over 
spending on the Ajaokuta steel 
project - comes into play. 
This would sharpen the shift 
from direct to market-based 
monetary instruments, sweep- 
tog away the existing cumber- 
some system of sectoral credit 
allocations and, ultimately, 
credit ceilings. 

At the same time, the Niger- 
ian authorities and the NDIC 
will have to move to ball out 
and restructure the problem 
banks, impose internationally 
acceptable accounting stan- 
dards, raise wiinimrim capital 
for banks to N30m for mer- 
chant banks and N50m for 
comme r cial banks and enforce 
Bank for International Settle- 
ments capital adequacy and 
lending ratios. 

Lagos bankers disagree on. 
what all this will mean for the 
industry in the 90s. 

Many of the “new breed” 
bankers who have launched 
the new hanks are confident 
that they will do even better - 
in a more competitive environ- 
ment Older hands have their 
reservations, predicting a 
shakeout to which some of the 
later arrivals as well as the dis- 
tressed state banks will go 
under. But such predictions 
have been doing the rounds for 
the last two years and still the 
boom - in new entrants if not 
to profits - continues. 


Babcock 

BABCOCK INTERNATIONAL GROUP PLC 




“The Group has performed 
well and results are in line with 
our expectations. We are confident 
that we have another successful year 
before us”. 

Lord King Chairman 



FINANCIAL HIGHLIGHTS 


Year to 

31 March 1990 


30 September 1990 

Half-Year to 

30 September 1989 

£624. 3m 

Turnover 

£352.1m 

£295. lm 

£42.6m 

Profit before Tax 

£21.4m 

£20.1m 

3.0p 

Dividend per Share 

1.2p 

1.2p 

6.5p 

Earnings per Share 

3.0p 

3.2p 

£585.4m 

Orders Won 

£318.3m 

£310.1m 

As at 

31 March 1990 


30 September 1990 

As at 

30 September 1989 

£67. 3m 

Net Liquid Funds 

£55.3m 

£28.9m 


Babcock 

International Engineers, Contractors and Manufacturers. 

Babcock International Group PLC 
Head Office: The Lodge, Badminton Court, 

Church Street, Amersham HP7 ODD 

The results for the half-year to 30 September 1990 and 1989 have not been audited. 

The above statement of results for the year to 31 March 1990 is an extract, from the Croup's full 
accounts for that period which have been filed with the Registrar of Companies and on which the Croup's 
auditors gave an unqualified report The comparative information for both the half-year to 30 September 
1989 and the lull year to 31 March 1990 was prepared on the pro-forma basis as explained in the Croup's 

accounts to 31 March 1990. 

The interim dividend of U pence per share will be paid on 21 January 1991 to shareholders registered on 

21 December 1990. 

Copies of the Company's Interim Report to shareholders may be obtained by uniting 
to the Company Secretary. 
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Thfeannouncement appears asa matter of record only. 


NEW ISSUE 


NOVEMBER 1990 


XXSTERREICHISCHE L'ANDERBANK ZZ 
AKTIENGESELLSCHAFT 

(bxoiponwd in die Republic of Austria with limited liability) 


Japanese Yen 3,000,000,000 

13.10 per cent. Nikkei-Linked Notes due 1991 

Issue Price 101.125 percent. 

New Japan Securities Europe limited Bankers Trust International limited 


IBJ International Limited 

(teterreiduscbe Landerbank 
AktieugeseDschaft 


Mitsui Trust International Limited 
Sanwa International pic 


WHAT 
CAN THE 
/‘RAIN IN 
IOWA AND 
THE REIGNf 
IN RUSSIAN 
DO FOR^DUR 


AgreatdeaL KllT 
Because virtually III 1 I 

everything that affects r •** ' m 

the world affects tbe ¥ YX* 

agricultural markets. Ifcathec I I \ 
Politics. Economic events. 

Savvy risk managers follow 
the action with Chicago Board of Trade 
agricultural futures and options. Where the 
liquidity of established contracts combines with 
the eacritement c£ ever-changing markets. 


BOTTOM 
LINE? ss 


ft Where opportmAy exists 
I/I with every graze and oilseed 

w pnntrart 

CBOT agricultural 
futures and options. For a better 
bottom fine from the ground up. 


Fbr information oo our n ew ag 
market strategy books, call 1-800-THE- 
CBOT; ext 3300, or 1-312-435-3558, 
ext 3300. 


0 Chicago Board afTrade 


fiDSOiQaasiBiadd'bfe 


NOTICE TO THE WARRANTHOLDERS OF 



(KabutMd KetOai Sodfct) 

U.S. $40,000,000 3% per cent. Guaranteed Bonds 
due 1991 with Warrants 

to subscribe for shares of common stock of Sodick Co-. Ltd. 

Pursuant to Clauses 3 and 4 of the Instrument dated 10th 
December, 1986 (the ‘Instrument”) and in accordance with the 
Conditions 7 and 11 of the Terms and Conditions of the above- 
captioned Warrants, Notice is hereby given that- 

On 11th October and 19th October. 1990 the Board of 
Directors of Sodick Co., LltL. resolved to issue DM 100,000,000 
Bonds with Warrants due 1994 on Sth November, 1990. 

As a result of the new issue, the subscription price of the 
Warrants was adjusted as set forth befow:- 

Subscrfption Price before adjustment: Yen 2,040.60 
Subscription Price after adjustment: Yen 1.987.60 
Effective date of adjustment: 8th November. 1990. 

(Japan Time) 

SODICK CO., LTD. 

By: The Sumitomo Bank. Limited 

as Principal Paying and Wairan Agent 


Dated: 21st November, 1990 


Christiania Bank og Kreditka sse 

(Incorporated m ike Kingdom of Norma? with limited liability) 
USS1 00,000,000 

floating Rate Senior Notes Due May 1 995 
(ofwteh USS75.000.000 has been issued as Wiaf Tranche?) 
Notice b hereby given that the Rato of Interest has been fixed at 
105% and that the interest payable on the relevant interest Payment 
Date May 21 , 1 991 against Coupon No. 1 2 in respect of USS1 0,000 
nominal of the Notes wifi be US$527.92 ond in respect or 
US$250,000 nominal Notes wffl be USS1 3.1 97.92. 


November 21, 1990, London _____ . 

By: Citibank, N A (CSSj Dept), Agent Bonk C/77 BA/VyO 


U.S. $10,000,000 

The Chase 
Manhattan 
Corporation 

Floating Rate OO-Linked 
Notes due 1994 

For the six months interest period 
from November 21, 1990 to May 
21. 1991 the interest rate has been 
determined at 8'%% per an man. 
The amount payable on the 
relevant interest payment date, 
May 21, 1991, wS be U.S. 
$440.36 per U.S. $10,000 princi- 
pal amount. 

By: The Chase Ma n ha t tan BatecNJl 
Catenation Agent Q 

November 21 .1980 chab 


CAISSE AUTONOME 
DEREFINANCEMENT 
usd iee l seeyne r tv -199W199S 


BonMdm»ln^rhfcnMd 
dial the rate appflcxble tor the 
■gemdhanlDModhBbmhed 

The coepoo rP 2 wfll be payable 
* ihe price rf USS 3.94SU52 on 
May ISSv 1991, rcpmenSne 181 
day, cf Mere*. wirin g de p ar te d 
Minim November 1 5tlv 1990 m 
May 14M* 1991 hdniw. 

1?w lMaaiL«i.Viiit 

and 

MndpiIh|itagAgrt 

OOfrUCMMSlUBeOUKSA 


Ffctodwy issue by 

Kredetbank SA. Luxembougsoise 
to hard a loan to be made by it to 

Isti tuto per lo Svihippo 
Economko deUTtaJia 
Meridionale 

ECU 100,000 XXXI 
Boatsig Rate Notes Due 1995 



By Bernard Simon in Toronto 

CANADA 15 edging towards 
waring c urb s on foreign owner- 
ship of its domestic airlines as 
part of a sweeping overhaul of 
aviation policy. 

Mr Doug Lewis, Transport 
Minister. FA f ri government 
was willing to discuss raising 
the nailing on foreign owner- 
ship Of rinmantfe airlines to 49 
per cent from the present 25 
per c ent . 

Mr Lewis’ comments come 
on die heels of a proposal hy 
Air Canada that the foreign 
ownership ^ntng should grad- 
ually be lifted as a means of 

Greyhound 

proposes 

restructure 

GREYHOUND LINES, the US i 
long-distance bus operator in 
Chapter 11 bankruptcy pro- 
ceedings ginnp I q j tf J une, has 
submitted a reorganisation 
plan which would give owner- 
ship of the company to its cred- 
itors. writes Nikki Taifc 

Under the proposal, creditors 
would receive new common 
stock and $165m in new notes 
— the tr ia 'd wu> " amount of 
debt which (hey hound Halms 
is prudent The equity held by 
existing owners would be can- 
celled. 

The plans would also require 
payment in fall for amo unts ! 
owed on the company's 
secured bank debt real estate 
mortgages and various bus 
leases. All Haims ori ginating 
attar the June 4 ban k r upt c y Cl- ] 
tag would also be paid in ML 

The deal, according to Grey- ] 
hound, would give 95 per cent i 
of the initial equity value of , 
the restructured company to i 
its creditors, with employees ; 
holding a 5 per w»nt stake. i 

The new shares would trade \ 
publicly. Unsecured creditors, 
who include owners of two 
series of publicly-held bonds 1 
now in default would receive ’ 
pro rata amounts of the new | 
debt and equity securities. 

One major problem, for Gray- 3 
hound, however, is the long- 
running dispute with its , 
unions, and the question of . 
whether there may be back 
riaima — a potentially hefty ‘ 
figure. 

The company said it believed 
“the facts and the law in the i 
labour dispute will sustain the ] 
position that there wfll be no 
back-pay liability **. 3 
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INTERNATIONAL COMPANIES AND FINANCE 

Earnings at 
Dayton 
Hudson 
slip to $ 56 m 


Canada looks at easing airline curbs 


expanding the carrier’s access 
to international funds without 

j my qrpHwmg PnnHfHwn w ml m l 

Relazed foreign, ownership 
rules would add another facet 
to a comprehensive review of 
aviation policy, which includes 
putting several of Canada's 
largest airports in the bands of 
local authorities; allowing pri- 
vate developers to modernise 
Taranto’s international airport; 
and negotiating a less restric- 
tive air traffic agreement with 
the US. 

Ottawa’s anti-monopoly 
watchdog, the Bureau of Avia- 


tion Policy, has s up po r ted a 
M ghwr foreign ownership ced- 
ing. Mr Howard Wets ton, 
bureau director, said the 25 per 
cent limit may have prevented 
more than one bidder emerging 
last year for Wardadr, the trou- 
bled charter airline eventually 
taken over by Air Canada’s 
main domestic rival, Canadian 
Airlines T p t u T n a tirwml 
Foreigners currently have a 
relatively small stake in the 
Canadian riHin« industry. Air 
Canada’s foreign ownership is 
estimated at Just over 15 per 
cent, substantially lower than 


the level when the privatisa- 
tion of the airline was com- 
pleted last J qiy 

Canadian Amines estimated 
that foreigners own less than 4 
per cent of fts parent company, 
PWA Corporation of Calgary. 
A GAI official said yesterday: 
“We have no real interest at 
this time In seeking foreign 


Both airlines have been hit 
hard by Wghw fuel t?mn and 
the Blackening North Ameri- 
can economy. Air Canada last 
month announced a 13 per cent 
cut in its w or kforce. - 


Pathe announces $22.5m loss 


By Alan Friedman in New York 


PATHE fift nnniminatimw, the 
main corporate vehicle of Mr 
Giancarlo ParrettL, the Italian 
financier who recently bought 
MGM/UA of Hollywood, yester- 
day released third-quarter 
results showing a 922£m loss, 
down from the $87.7m loss suf- 
fered In the third quarter of 
1989. 

The loss was struck on reve- 
nues of $73Jftn for the 13 weeks 
to last September 29. down 
from revenues of $UXt5m in 


Domtar to shed 
another 300 
white-collar jobs 


Domtar. a big pulp and pane: 
and packaging producer and 
North America’s third largest 
wallboard manufacturer, is 
cutting 300 more white-collar 
jobs in Cawwria and tha US 
because of continuing losses, 
writes Bob Glbbens In Mon- 
treal. 

A special charge will be 
taken a gains t the cuts, which 
will be across the board. The 
company has shed well over 
L000 white-collar jobs In the 
past year. 

Domtar had a loss of C$80m 
<US$51.7m) in the first nine 
months arid expects to see a 
farther loss in the fourth 
quarter. 

A steep drop in US housing 
stocks have driven wallboard 
prices to record lows, while 
pulp and newsprint prices are 
poor. 


the corresponding period of 
1989. The company attributed 
the decline in revenues to 
fewer films being released. 

Pathe’s loss for the first nine 
months of 1990 amounted to 
gSJSm, down foam 5544m in the 
fast months of last year. 
Revenues were $2l4.8m, 
against 3276.1m in the same 
period of 1989. 

The company completed the 
$L38bn takeover of MGM/UA 
on November L. 


MrParretti - who is consid- 
ered a controversial figure 

because he te appealing a four- 

year prison sentence in Italy 
after being convicted last 
spring on fraudulent bank- 
ruptcy charges - was fall of 
talk yesterday about “a new 
era for MGM”. 

Analysts fear, however, that 
Mr Pane tti m ay find it difficult 
to raise sufficient cash to pri 
the tattered MGM/UA back on 
track. 


Brazil seeks to tighten 
bankruptcy regulations 


By Barbara Durr 

In Chicago 

DAYTON Hudson, one o f the 
top five ITS retailers, reported 
a decline in (bird-quarter net 
earnings, due largely to 
its Sl.lbn acquisition of 
Marshall field's ft on BAT 
cf the UK earlier this year 
»*id ihe impact of a new 
employee stock ownership 
(bap) pin" 

For the quarter ending 
November 3, net earnings fell 
to 358m, or 70 cents a share, 
compared with 964m* or 83 
cents* last 

y ea r . 

company, based in Min- 
neapolis, also announced a 
SUm capital capital spending 
plan for 1991. It includes open- 
ing 46 more stores in its Tar- 
get IS to 39 Mervyn’s 

stores two department 
stores. ,, 

Third-quarter results would 
have been flat without tire 
K yy program me and purchase 
of Marshall Field's. 

Revenues for the third, quar- 
ter rose 16 per cent to 934Bm* 
a considerably greater 
increase in the r etailin g fond- 
ness than at comparable stores 
where revenues rose just 3 per 


By Victoria GrtiHBi in Sao Paulo 


PRESIDENT Fernando Collor 
de sfeHo of Brazil si gnori a 
provisional law ™wng it less 
attractive for companies to 
declare bankruptcy. 

The government hopes the 
new law will prevent compa- 
nies capable of pasting their 
debts from seeking an easy 
way out of their troubles. 

Brazil has seen a sharp 
increase in ban krupt cy decla- 
rations over the past two 
months. Some 30 businesses 
sought protect i on from credi- 
tors in Sao Paulo in October. 

Under the new law, busi- 
nesses seeking protection no 
longer have the right to pay 
just 12 per rant annnal interest 
on their debt. From now on, 
interest rates wfll be set at lev- 
els agreed to by the company's 


Mitsubishi Corp to buy UCAR stake 


By Karen Zagor in New York 

UNION Carbide, the US 
chemicals group which 
recently surprised analysts 
with a modest reorganisation 
plan, yesterday said it expected 
to sell 50 per cent of its UCAR 
Carbon business for $232 .5m in 
cash to Mitsubishi Corporation 
of Tokyo. 

UCAR, a supplier of graphite 
electrodes to the steel industry 
which last year had sales of 
$802m, will keep its current 
management and workforce. 
Mitsubishi will give UCAR 
access to its international sales 
force. 

UCAR, which is responsible 


for (321m of Union Carbide’s 
consolidated debt, will also 
repay about 9210m to Union 
Carbide when the deal closes. 
Union Carbide is not liable for 
the remaining 9111m of exist- 
ing debt of UCAR'8 foreign 
affiliates. 

Union Carbide, whose third- 
quarter net income plunged 35 
per cent, largely because of a 
steep increase in oil prices, 
said the safe would result in a 
non-recurring, after-tax book 
loss of between $70m and $90m. 
It said earlier it expected the 
loss to be partially offset by 
the sale its 50 per cent stakes 



TO ADVERTISE 
IN THE 

HOLIDAYS AND 
TRAVEL SECTION 

PLEASE CALL 

Helen Day 071-407 S75I 

Sara Gabe 071-407 5753 

Emma Stevenson 071-407 5763 
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Notice 

to the holders of those of the 
AS 129,200,000 OPTION 
BONDS 1992 
of 

CSR LIMITED 
pr ese nd y ou s tan d i n g 

(the -Bonds”) 
NOTICE IS HEREBY GIVEN 
co die holders of che Bonds that 
with effect on and from 21st 
November, 1990 CSR Limited, 
ar its specified office set out 
below, will be appointed as an 
additional Conversion Agent 
in respect of the Bonds. 

Level 35, Gresvenor Place, 
225 George Street, Sydney, 
NSW 2000. Australia 


□ Bankers Trust 

Company. London Agon Bank 
21m November, 1990 


COMMERCIAL 

PROPERTY 

ALSO APPEARS 
TODAY ON 


16, 17 & 18 


NOTICE TO THE HOLDERS OF 



C. IT OH a co. LIMITED 
ANNOUNCE THE FOLLOWING 


• haa b«en daurmtoed M e Board Meet- 
ing held On 15th November, 1590 Chat 
On Interim Dividend far the veer ended 
Jlsl March. 1091 shall ha paid to Wiare- 
haMsra of record as of 30th Sept em ber. 
1 390. a me rate of i50 Vbn per share on 
and after 10th December. 199a . 

Semi Annual report far six mo nt hs 
ended 3Rti September, 1390 will be 
available at Hambros Bank Limited and 
Banqua Internationale a Luseambourg 
by the end of Dacemoar. 1990. 

KAMSROS BANK UhUTEO 
21« November, 1990 


City off Stockholm 

FRF 373,000,000 
Retractable Bonds due 2000 

In accordance wfth tha Terms and Con di ti o ns of the Bonds 
and pursuant to the notice to tha Holders of the same 
publshed on October 24, 1980. nodes is hereby given that 
tor the ftv o yoa r period commencing on November 28, 1990 
the Bonds wfll cany an interest rate of 10j46 % par annum. 

The Haas! Agent 

© KREDIETBANK 

SJL LUXEMBOURGEOISE 


creditors. Debt principal, more- 
over, will be tadessd-to infla- 
tion. 

Companies declaring bank- 
ruptcy win also be forcedto 
provide detailed information 
on their 

Banknipteies will be over- 
seen by tire public ministry, 
which may request any finan- 
cial document it canskfera nec- 
essary to Judge tire business’ 
liquidity. 

Ihe Sao Panto b ns faaes s ccan- 
nranity, however, behaves tire 
new surge In bankruptcy pro- 
ceedings reflects a true liquid- 
ity crisis. According to Mr 
Roman Trnssardi Fflbo, ’ presi- 
dent of tire Business Assoctar . 
ttan of Sao Panto, interest rates 
ate tire main reason for tire 
increase in bankraptries. 


For tire first trine months, 
net oamtags rose to 9175m, or 
92.12 a chare, a gains t 9169m, 
or 92.06, a year ago. Nine- 

areafa revenues from tire three 

store chains increased 14 per 
cent to 99.7bn, again outper- 
forming comparable store 
<*■<»« where revenues rose 
just 5 per cent. Dayton Hudson 
operates' 708. stores in 33 


Pemex forecasts 
Slim net for year 

PETROLEOS Mexic&nos 
(Pemas& Mexico’s state oil 
company, could make a flbn 
profit tms year following the 
*4tmh in oil prices due to the 
Gulf grisfo director Frandsco 
Rojas said, Reuters reports. 

Rojas said Mexico's oil reve- 
nxres had received a wfafthfl of 
some |2bh because of Iraq's 
Angufit 2 invasion, of Kuwait. 
He said Peme x co uld end. the 
year with net .profits cf more 

than flhn. ; 


In gjaniet ami T.ttv 

care, which should bring in net 
income of about 940m. 

Mr Robert Kennedy, Union 

Carbide chairman and chief 
executive, said joint ownership 
of UCAR would create a global 
alliance that would strengthen 
the business considerably. 

hi September, Union Carbide 
said it would use the proceeds 
from its asset sates to buy back 
203m shares, or about 14 per 
cent of its outstanding stock, 
at $1725 a share. Shares In tire 
company traded at $16%, down 
9%, at midday yesterday in 
New York. 


Canadian 
Marconi profit 
dives midway 


producer of avionics and 
tary communications equip- 
ment, Is feeling the fidl force 
of North American defence 
cuts and the closure of its spe- 
cialised printed circuits plant. 

For the first half-year to 
September SO, Canadian Mar- 
coni, which is 513 per cent 
owned by General Electric, 
reported earnings of only 
C$162,000 (US$180,655) or 1 
cent a share, against CBM 
or 42 cents, a year earlier, on 
sales of C$132m, against 
C$L54m last time. 

Ihe latest period Includes a 
special charge for the clo sure 
of the plant The company Is 
laying off more than 1,000 
workers. 

Canadian * ta r«vmf is trying 
to increase Its commercial 
products business, but this 
will take some time. 


S^l^ZeaMIjmitod 
DFC Overseas Investments limited 
DFC Hnance (Overseas) Limited . 

(sufcgocttostatirtorymanagaTient) 

Plan of Restructuring 

NOTlCESHB1EBY<3VBJTOrilqwdtociq f 1ha c onq> a f ii «iwienaonedabowL 
afl of which am aiAjact to s tat u tory mana get nem i n New Zealand (together 
*DPCTl In o onnectloo with ihaRatrncajrtip of DPC fay the etatntofy manager 
pursuant to the Reserve Bank of New ZeetwicJ Act set out In’ the- Information 
Memorandum published by DFC on October 1Z199&ofthe following matters. 
As at&to pm, Loncion tbnei on November 1990 the hefldets of feeMcass of 
99 percent by amountpf the total amount of Claims listed in the Information 
Memorandum had e ted ip d to pe r tidpeae in the BneinictorinB. Accordfiipiy the 
principal condUcnto.prDpeecftog wfth the n eet m eturing has been fotfUted. The 
statutory manager has nadetfofcOqwinqdatatmin ati ionto-- 

(0 the SyWre fa w naabeinpihelatiwtdieaon which ecrefftor may aatirfy 

■ Ibe cancfitionstopmticipate to the Restructuring and receive New Debt 

on toe Closing Date, was extended to November 2t, .1990 for 
• - -.. aomintsoHiivo leasqm? _■ __ 

fli) ' . ..toe Cfosing D a ta, being ihe date upon which New Debt will be 
cEstributad to holders of Old Data’ who have satisfied the conditions to 
par fl dpste in tha Rriftfn urn ir i ng by the Expiration Pats. wflMffldJject to 
contrary nodes) be December 7, 1990. . ■ 

Crodhore of DFC who have riot elected ’to participate in the Restructuring and 
wish to do so should contact DFC at toe address given below as soon as 
p oBSflitetodbcuBBtiitir p qsaoiL' • • ' 

e a ptefised a xprs aa lpneuaBd In this Notice baarlhemsfningsfllven to them in 
the MbrmationMemorarKften: 

Any queries in connection with this notice or requeets for copies of the 
Information M emo r andum or the Participation Forms should be cfinactad. 
iriitiaajLto: . . 

. PFCNew Zert—d Unkwl 
{subject to atattjtorvmwiaanmwitl 
ISthFiooc DFC Hartwurfbwer. 2 HurS^S. WWHngton 
Telephone: (644)716400, RKtonfle: (644) 716 987 ' 

. AMentfo n: Greg McCarthy . 

SLMABt 

STATUTORY MANAGER 
DFC NEW ZEALAND UMfTH) 

(subfeetto statutory management 

the puwo o m ofs oaon Srtnmo fiimiciiilSerioooeAes XUS by Morgmt Guaranty That 




J|||j Kingciomof Elenmaric 

US$250,000,000 

' FtoafingF^te Notes duoMay 1995 

■: Notes, 

notice tohereby given torn for toe interest period 
. . ftovornberziriaeOtoMayai.issiV^^ 
toe Notes wflf catry an interes t rate of io % per armum. 

wiO be US9 502,78 for.each US$ 10,000 Note. 
TTwAaiartBenlt^ 

Ata kredietbank 

t -S.-A. : LUXEM BtKJRQCOISE 




















i nternational capital markets 

Spate of demand from 


stock lenders lifts gilts 


By V*ban H*rvr***m\n London and Patrick Hanreraon in Now York 
THE market for gilt-edged ‘ 

^EWCHMARK government bonds 


™ ferjat-edged 

securities in the UK rose by - 
£gg*. a faH_point yesterday 
before tradera knew the results 
ofthe leadership omterife the 
Oonaarvgttve party. ’ 

But it was the legal implica- 
tions surrounding the Issue of 
stock tending, that gave more 
ctf a push to gilts yesterday 
than UK political, machina? 
“pns. Stock lenders were buy- 
mg gats to boost siqgrites in 
the event of any changes in toe 
rules pwwnW the practice. . 

. This spate of demand : p ushed 
a long benchmark gQt up by II 
to 1030 to offer a of M 
par coot. It is nnw iMi to see 
the market rally nm V * uncer- 
tainty on the political scene. 

Some analysts speculated 
that, mice toe results of toe 
leadership contest are clear, 
economic ftm^mnwitah point 
to a good buying oppn rt- nn ffry - 
for gilts.- But, given the 
strength of toe maricefs rise, 
yesterday^ it 'could see some 
oonsoHdarton in toe nay* few 
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GOVERNMENT 

BONDS 


■THE GERMAN market .was 
ted upwards by strong fotnres 
activity when ’ the price rose 
hy almost a point - from 8254 
to 83.13. But traders could see 
Httig new rtemwiwi in tbe mar- 
ket and attributed toe strength 
of the fixtures price to bonnes 
taking aggressive positions in- 
advance of the Goman hank 
hofiday today. . 

There is curicsifry some evi- 
dence of a switch out of the US 

Treasury market into- some 
European bonds, and. Germany 
is benefiting from tide flow- 

In the cash market; name 
investors sold bands' to. switch 
to toe new ba^d vridch was 
issued on Monday. by: toe Ger- 
man RaQwaya: Tie’9 per cent 
lOyesr govanmient bond waS 
fixed at 30083 — slightly lower 
than Monday's levri or 10054 


— to yield &88 par cent The 
German rail bond rose to 
100.15-100.25 after having 
slipped back in early trading to 
UNL05-10QJ5. 

■US Government bonds traded 
in a narrow range yesterday 
morning; enchng the first h»if 
of toe session with a modest 
rally after same early prafit- 
taktng. Turnover was li^nt and 
Is expected to remain so for 
mnehaf the week, with many 
market operators expected to 
takeFriday off for the Thanks- 
giving holiday. . . 

At midday; the benchmaik 
80-year Treasury issue was up 
A at 1Q2H, to yield 8.# per cent, 
while at toe short end the two- 
year bond : was unchanged at 
100ft, yielding 750 per cent. 
The overall mood of the mar- 
ket was reported to be posit iv e, 
if watchfiil of eve nts in the 
Gulf and toe oil price.' 

Federal 'hinds once again 
refused to drop any nearer to 
the Federal Reserve V target 
rate of percent, in spite of 
Monday's aggressive interven- 
tion by the authorities. The 
IPad continued its market 
operations yesterday, arrang- 
ing film customer repurchase 
agreements with toe rate at 7ft 
per cent, but Fed funds refused 


World Bank Issues HK$600m of bonds 


THE WOHLDBANKhas issued 
HK$600m worth. Of fixed-rate 
bonds in Hong KOng; . Renter 

" re ports. ■ • ■- ■ 

The fiveyesr bonds carry a 
coupon af9£ per cent and were 
priced to yield 10 -per cent- 
The - lead -manager ...was 


Sanwa International and the 
cotead- managers to ton issue 
were Paribas Asia and Schiod- 
*m Asia. 

About 2D banks are expected 
to subscribe to toe bonds, an 
official with Sanwa Interna- 
tional said. - 


This was toe World Bank’s 
third issue of Hong Kong dollar 
bonds in Hong Kong. The pre- 
vious two issues were in April 
1968 and in January this year. 
The proceeds of toe Issue will 
be swapped into other curren- 
cies. 
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tO bodge Trnmp«Uate1y [ flnish . 

ing meaning unchang ed at 
7ft per cent 

The news that housing starts 
in October were down for the 
ninth month in a row h*»d 
tiwnnrt on the Twgrfcpt which 
has for the time being dis- 
counted any fresh recession-re- 
lated e co n o mi c data. However, 
thn TmngHig starts figure V&S 
worse than expected, and the 
October level was the lowest 
since June 1982. 

■THE Japanese market was 
fed an rumour yesterday as it 
oscillated within a narrow 
range. The market dropped in 
early Tokyo trading as the oil 
price rose and the Bank of 
■Tnpnn tightened monetary pol- 
icy in response to poor money 
supply figures. 

The drop in October’s money . 
supply to 1L8 per cent from 12 
per cent in September was a 
smaller foil than had been 
expected. 

In later trading; ^ key 119 
bond rallied to a yield of 7.65 
per cent an a rumour that the 
Bank of Japan would ease 
monetary policy. The BoJ 
pushed call money rates above 
eight per cent in a bid to 
reduce speculation of an early 
cut in interest rates. 


Asea in 
mortgage 
deal worth 
SKr2.9bn 

By John Burton 

In Stockholm 

ASEA, the Swedish electrical 

engineering group, has mort- 
gaged most of its hydro-power 
assets to the gove nunent naHili- 
ated National Pension Funds 
in a SKi2Jtra deal. 

Asea joins a number of 
Swedish companies In selling 
or mortgaging electric power 
resour ce s, with an option to 
repurchase them, in order to 
raise investme n t capital. 

Asea will have an option to 
buy back the hydro power sta- 
tions between toe years 2007 
and 2015. The repurchase 
price, in fixed monetary value, 
will be approximately 70 par 
cent of toe sales value. 

The power assets will be 
taken over by a newly formed 
company - Nybrovikens Kraft 
- in which Asea will have 53 
per cent of the voting rights. 

The deal will help Asea 
finance its SKr4^bn (DS$) pur- 
chase of the Swedish hnidtng 
group Incentive in April, and 
its co nt r ibuti on of SKrl-6tm to 
increase the share M pttaj of 
Asea Brown Boveri, half 
owned by Asea, last year. 

The National Pension Funds 
concluded a similar deal with 
Svenska Cellulose in Septem- 
ber, acquiring half of its hydro 
power assets for SKrSbn. 
Investment returns from 
hydro power facilities usually 
enjoy stable growth exceeding 

inflation. 

Greece offers 
drachma issues 
link ed to Ecu 

By Kurin Hope in Athens 

GREECE is offering two 
drachma iwHf index-linked to 
the Ecn in the fifth such issue 
thin year. 

The two-year bond is at 105 
per cent and the three-year 
band at 11 per cent. 

Roto are tax-free and are 
bring Issued at par with a face 
value in Ecu. 

F unds imported from abroad 
to buy toe new bonds can be 
freely converted and re-ex- 
ported when the purchaser 
sells or toe issue expires, 
according to the Bank of 
Greece. 

Interest and final payment 
are based an the Ecu but will 
be made in drachmas at the 
prevailing exchange rate on 
payment day. The bonds may 
also be traded on the Athens 
stock exchange. 

The bank poi n ted out that 
toe D-Mark represents over 30 
per cent of the Era's value and 
that the bonds provide “the 
best possible protection 
against currency fluctua- 
tions”. The four previous Era- 
linked issues raised over 
DrSOObn (SSbn), bank officials 
said. They hope to raise at 
least DrlOObn with toe new 
issue, which is being made 
after a five-month gap. 

Greece wants to raise about 
Dr650bn over the next six 
weeks, if possible without 
recourse to external markets. 
In order to cover end-of-year 


Taiwan bank to 
issue bonds for 
property loans 

THE state-owned Land Bank of 
Taiwan plans to Issue T$70bn 
of l aud bonds between Janu- 
ary and June 1991 for loans to 
buyers of apartments and 
laiTii, Kant president TJw Tai- 
hmg said. Reuter reports. 

He said the bank would 
issue the bonds in several 
tranches and fix the interest 
rates of each issue later. The 
bonds will have maturities 
between three and seven 
years. 

The bank last year issued 
T3i5-3bn of similar bonds for 
the same purpose, with matu- 
rities between two and three 
years. The new bonds will be 
sold domestically. 


Samsung to issue 

depository 

receipts 

SAMSUNG, South Korea’s 
largest firm in toms of sales, 
received the government’s 
approval to issue $40m of 
d ep osi tor y receipts for US and 
European Investors, company 
officials said yesterday, AP-DJ 
reports. 

Samsung Co, the trading 
arm of the Samsung Business 
Group, received the approval 
of the Ministry of Finance on 
Monday to offer overseas 
depository receipts, or the 
receipts for toe shares of a for- 
eign company, in mid-Decem- 
ber. 

The company will launch a 
road show for European inves- 
tors later tola month and far 
US investors early next month. 
The depository receipts will be 
listed in toe Luxembourg 
stock ex chang e in Europe and 
placed privately among inves- 
tors In the US. 

Dongyang Securities and CS 
First Boston will work as lead- 
managers far the issue. 
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At KLM, improving is a continuous 
process. Aimed at keeping pace with 
your highest level of expectations. 

New; a wider choice of meals in inter- 
continental Business Class, inspired by the 
improvements to Royal Class meals earlier this 
year. Plus individual course service and finer 
wines. And a newly equipped comfort pack to 
welcome you aboard. 

News an ultra-modem, ultra-comfortable 
lounge at Schiphol for the use of KLM s 


Business Class travellers, opening early in 199L 
More news; your favourite wider 
seat in KLM’s European Business Class can 
now be booked in advance. 

In fact, you can expect a lot of good news 
from KLM as we continue to meet your 
expectations. 

Test us, try us, fly us. 


The Reliable Airline KJLWI 


Royal Dutch Afctines 
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For information please return this advertisement, 
together with your business card, to: 

Financial Times 
Conference Organisation 

126 Jermyn Street, London, SW1Y 4UJ 
Telephone: 071-025 2323 
Fax:071-9252125 TWex: 27347 FTCONF G 


A FINANCIAL TIMES CONFERENCE 

PETROCHEMICALS 
IN EUROPE 

The New Scenario 

London 

28&29 November, 1990 


For information please retom this advertisement 

together with your business card, to: 

yip Financial Times 

Conference Organisation 

126 Jermyn Street. London SWiY 4UJ 
Aflamritafe 

T b l p pho ne: 071-925 2323 

■fetec 27347 FTCONF G Fax: 071-925 2125 
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Canadian dollar issues in 
demand from re-investors 


By Simon London 


TWO CANADIAN dollar bond 
issues were launched into the 
international bond market yes- 
terday, as mote borrowers 


TTI — xvimnciB 

, sought to tap demand from 
Investors looking to re-invest 


~ in the sector rather than frcea feaT 

currency loss on maturing ABB Final 
MRS P3PGT- Asea Brown 

failu Redemption of outstanding Swedish eng 
Hese bonds amounts to OJSTQm this 
the i month and C$550m in Decent- 
ship her. However, the Canadian INTERN 
the dollar has depreciated against RAMnc 
ballc most European currencies dur- 
shat it® the past two years and " 
posit many investors would rather gym with a 
bers invest in new paper than cxys- managed by 
vote, tallise a currency loss. In Sep- International, 
for I tember 1989 the Canadian dal- With a co 
her lar stood at DM1.68, against cent, the tw 
bein' DM1.27 yesterday. priced to vie 

unde Socifito Quebecoise d'Assafn- over Canad 
goes Issement des Eaax, the Cana- bonds - as] 
the i diaxv water company, came Monday's C 
endo with a C$100m offering via issue by G 
who Wood Gundy, guaranteed by traded at les 
year, the Province of Quebec. Tim count equiva] 
ister five-year paper carries a cou- The ABB it 
eral P° n of 11% per cent and was for the bom 
she i priced to yield basis points Trust. Howe; 

In over Ca n a dian government the Canadia 
mess bonds. currency sw; 

not l 
vath 

^ NEW INTEBNATK 

* Amount m. Coopoa % 

3 dsl u3 oOLlJUiS 

has Kooakuoho Co.* 100 (4%) 

of oi SKopbank* 40 zero 

JJ Haller Finance** TO (a) 


Outstanding bonds issued 
directly by the Province of 
Quebec yield about 80 basis 
points over government paper. 
Hie deal traded at less l%bid, 
a discount equivalent to full 


ABB Finance* a subsidiary of 
Asea Brown Boveri. the Swiss/ 
Swedish engineering concern. 


remain scarce. A a with the 
Australian dollar sector, where 
a heavy flow of redemptions 
fuelled new issuance over the 
summer months, this could 
limit access to bo r row e rs with 
a need for the unswapped cur- 
rency. 

Also in the market yester- 


INTERNATIONAL 

BONDS 


came with a C$l00m deal lead- 
managed by Bankers Trust 


With a coupon of UK per 
cent, the two-year paper was 
priced to yield 65 basis points 
over Canadian government 
bonds - a spread Identical to 
Monday's CS125m five-year 
issue by GECC. The deal 
traded at less 1 % bid, a dis- 
count equivalent to foil fees. 

The ABB issue was swapped 
for the borrower by Bankers 
Trust. However, elsewhere in 
the Canadian dollar sector, 
currency swap opportunities 


NEW INTERNATIONAL BOND ISSUES 


2Vlh Nomura lot. 
V >2 Mitsubishi H 
IHSp Fuji tnUTri. 


Morrtit Lynch AG 


a a CAHAQIAH DOLLARS 

?»«JSQAE* 100 11* 101.65 1985 iVl* Wood Gundy Inc. 

5 * AB0 fin. Inc.* 100 11* 101* 1898 IV* Bonkers Trust InL 

u pm MAnic i 

S“°f Crwflop Finance* (b) 30 16 HB25 1932 1*/* Morrffl Lynch AO 

rVlQ . SWISS FHAMCS 

™ ■ GECC* 125 7* 102 1995 - UBS 

ate — — — - ■■ — ..—■■■ — — — — ■ 

GUILDERS 

European Investment Bank* 300 9J8S 10090 2000 1/* Rabobank BA 

* Final terms. *witn equity worronta. Westing rate note. ajUbor + SOBp. b) Redemption linked to Ura/DM rata. 


Rabobank BA 


’First derivative created on Eurotrack 


CalBANKERS TRUST announced 


the launch of warrants on the 


International Stock Exchange’s 
"“new Eurotrack index yester- 
^ffday, in a move that creates the 
first derivative on the index, 
f-Lji. writes Deborah Hargreaves. 

The warrants are launched 
_ t about a month after the intro- 
who duction of the index, which 
mri includes major European 
Kjg,* stocks outside the UK. They 
fortt are seen by the exchange as a 


useful way of encouraging 
wider use and recognition of 
Eurotrack. 

The warrants are priced in 
D-Marks, as is the index, and 
will be listed on the Frankfurt 
stock exchange but traded in 
the over-the-counter market. 
London's major derivatives 
exchanges, currently discuss- 
ing a merger, are considering 
the introduction of derivatives 
on Euro track when there 


is enough demand for them. 

Bankers Trust sees rimwwwi 
coming from UK institutions 
that want exposure to Europe 
without having to buy from 
individual markets, as well as 
retail investors in continental 
Europe. 

The 250,000 call warrants - 
options to buy - ran for two 
years and cost DM48.5 each. 
They can be exercised at 
approximately DM1,000. 


FT-ACTUARIES SHARE INDICES 

® The Financial Times Ltd 199a Compiled by the Financial Times Lid 
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EQUITY GROUPS 


& SUB-SECTIONS 


Figures In parentheses show number of 
stocks per section 


1 CAPITAL GOODS (X95J 712.74 

2 Building Materials (26) 961.37 

3 Contracting, Construction (34) 1143.05 

4 Electricals (10) .v. 1286.26 

5 Electronics (26) 1623.72 

6 Engineering-Aerospace (BJ 40938 

7 Engineering-General (47) 353.89 

8 Metals and Metal Forming 18)._ 383.07 

9 Motors 113) 290.28 

10 Other Industrial Materials (23) 1192J9 

21 CONSUMER GROUP (177) 1200.74 

22 Brewers and Distillers (22) 153339 

25 Food Manufacturing (19) 101336 

26 Food Retailing (16) 2255.76 

27 Health and Household (18) .......... 2384.47 

29 Leisure (3D 123131 

31 Packaging & Paper (12) 497.69 

32 Publishing & Printing (13) 2872.71 

34 Stores (34) 81637 

35 Textiles (12) 41&93 

40 OTHER GROUPS Q07) 977.41 

41 Agencies (15) 92456 

42 Chemicals (24) 102735 

43 Conglomerates (14) 1266.85 

44 Transport (15) .. 1815.71 

46 Telephone NetworksG) ... — 1135.00 

47 WartertlO) 2031.88 

48 Miscellaneous (26) 1484,10 

49 INDUSTRIAL GROUP (479) 101337 

51 011 & Gas (21) 2286,04 

59 S00 SHARE INDEX (500) 1118.02 

61 FINANCIAL GROUP (102) 709.74 

62 Banks (9) — 761.84 

65 Insurance (Life) (7) — ... 1276.49 
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15.06 

6.70 

8.12 

3438 

704.43 

69L95 

689.47 

852.96 

15.13 

636 

8.13 

41.09 

944.05 

926.43 

912.79 101826 

16.47 

7.01 

7.88 

59.48 

1135.69 1116.77 

1116-62 1378.11 

14.87 

7.14 

823 

99.22 

186L98 1821.06)1804.9112426.03 

10-38 

5.29 

13.11 

6039 

160325 1583.08 1M4.M 187730 

16J8 

5.95 

732 

17.27 

405.67 

39938 

39635 

0.00 

16-39 

730 

735 

18.0Z 

35235 

347.71 

34826 

0.00 

24.2Q 

892 

5.08 

24.83 

38732 

392.91 

393.66 
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Japanese 
disclosure 
rules change 
in December 


Many rows on the way to market 

Lucy Kellaway charts an argument on a matter of principle 


By Emlko Terazono 
In Tokyo 


day, Credlop Finance offered 
Investors a DM3Qm deal carry- 


investors a DM30m deal cany- 
tog an exceptionally high 16 
per cent coupon. The two-year 
oral, lead-managed by Merrill 
Lynch, is based an a s tr uctu re 
whereby redemption is linked 
to the lira/D-Mark exchange 
rate. However, with the curren- 
cies linked to the European 
exchange rate mechanism. 
exchange rate risk should be 
low compared with some com- 
parable HmIb, 

Elsewhere, Citicorp’s £40Gm 
mortgage-backed deal, 
la u nched via Barings on Mon- 
day, stayed to syndicate, to the 
surprise of some observers. 
The lead manager said that the 
syndicate would probably be 
broken today, waving the 
bonds free to find a market 
leveL 


RULES req uiri ng inv e slma to 
disclose shareholdings of more 
than 5 per cent of a listed Jap- 
anese company's shares will 
become e ffe ct iv e from Decem- 
ber 1, the Japanese Ministry of 
Finance b**" »n w r m w*^a- 

The 5 oer cent rale. ewriew 
the securities and exchange 
law revised last June, is aimed 
to curb cornering of stocks, 
+Ki»» j^ni wj h ip shareholders. 
It requires in vestors holding 6 
per cent or mare of shares to a 
publicly owned company to 
! report the purpose, contracts 
and funding regarding the 
purchase. The repo r t s will be 
available to the public at the 
ministry i»d sto ck exchanges. 

Bonds which are convertible 
Into equity or carry equity- 
pw rrhHinw warrants are to be 
Investors will have 
to holdings by rela- 

tives, and the purchaser, 

regardless of ownership trans- 
fers, will be considered the 
owner. Although Institutional 
Investors, such as insurance 
companies, will only be 
r e quir ed to report to regular 
quarterly reports, other stock- 
holders which fell to report by 
December 7 axe liable to free 
up to one year in prison, or a 
fine of up to Tim- 

The ministry has printed 
70,000 pamphlets, distributed 
to securities houses and local , 
finance administrations, to 
«wqpiaiw rtw changes. 

The ministry is trying to 
enforce the rule by demanding 
reports from groups of inves- 
tors buying stock, and from 
shareholders who have bad a 
rise or fall of 1 percentage 
point or more to their shares. 

Despite the ministry's 
efforts, securities houses are 
sceptieaL One trader com- 
mented that with market con- 
ditions sluggish, and main 
speculators refraining from 
activity, be did not see tbe 
rules coming into use. 

Tbe M 10 per cent rule" 
implemented to 1988, by which 
listed companies were 
requested to disclose the 
names of investors bolding 
more than 10 per cent of their 
stock, failed to prevent share 
cornering, as speculative 
investors broke their pur- 
chases into small accounts. 


I t never was going to be 

easy to get up a single mar- 
ket for inv estm en t services 
in Europe. 

Scone countries barely bare 
a stock market - let alone one 
in financial futures - while 
those few that have a sophisti- 
cated investment industry 
have markedly different ideas 
about bow it should be ran. 

However, the Italian Presi- 
dent of the European Council 
is determined to establish such 
a single ma rket before its time 
in the chair runs out at the end 
of tbe year. 

Next month finance minsters 
will meet in and twice in 

Brussels to a desperate effort 
to reach agreement on th e 
i nvestm ent services directive. 

Progress so far has not been, 
encouraging. 

At last Monday’s mee ting of 
finance ministers it quickly 
fry-am p eW fhat there was XtO 
point in about the finer 

details, as on a fundamental 
matter of principle Mr John 


INTERNATIONAL 
EQUITY ISSUES 


The discussions are compli- 
cated by the broadness of the 
subject Investment services 
cover a diverse mixture of 
businesses - stockbroking, 
financial futures, options, some 
money market instruments, 
sw a ps and so on. Moreover, the 
directive is more ambitions 
than the second hanking direc- 
tive as it seeks to break open 
tbe cosy chibs run by organ- 
ised exchanges in member- 


LONDON MARKET STATISTICS 


RISES AND PALLS YESTERDAY 
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reported to tire market's 
authorities - argues that any 
such system would mean that 
market makers making Mg 
trades were pe n a lised -by befog 
unduly visfme. 

Sbe btea cf opening aecuri- 
ti® exchanges to aQ comets is 
abo pro v i ng a headache. Most 
asoee that it is unrcafistic- to 
expect m s faangM with only a 
limited amount of space to 
take to mores cf new members, 
and most think that if member- 
states ensure a gradual 
i ncrease tor the capacity of the 
market, that would be mfiCff. 
dent. - 

However, the TIK Is not 


Pierre B er egov o y (left) toagteed sift JotoBadwood 


Redwood, tbe UK's trade and 
industry minister, stuck to hfa 
hee l ff on on e piA*, and on 
other Mr Rare Beregovoy, the 
French finance minister, did 
likewise. 

The discussions should be 
helped by the fact that (hey 
cover familiar territory; the 
investment services directive is 
a carbon copy of the second 
banking (hredive, which was 
agreed at the end of last year. 

The idea is to devise a 
licence for all practitioners 
which, once granted to one 
member-state, would allow 
that country to do business 
anywhere to the Community. 

The firms would be regu- 
lated by the authorities in 
their home country, which 
would abide by rules laid down 
in a second directive on capital 


states, allowing anyone with a 
licence to Join. 

On about a dozen issues 
member-states have found 
themselves in deep disagree- 
ment On one side are the liber- 
als, led by the UK. supported 
by the Netherlands and, spas- 
modically, Ge rman y. They are 
against making the market too 
bureancretic. and suaptotaus of 
formal arrangements and 
restrictions, (to the ether side 
France, Belgium and the 
southern states want firm 
rules to belaid out in advance, 
giving the market HttJe leeway 


mission itself. They see ft as a 
blunt attempt to protect the 
French stock exchange from 
new competitors. S o m e 30 per 
cent of business in French 
shares to done through SEAQ 
International to Tioodan. Tbe 
liberals also reject the nation 
that i n v e stor s get a better level 
of protection on premised 
exchanges. Investors who hare 
lost their shirts recently to 
PoDy Feck shares wffl see that 
paint. . . ~ . . 

But the French proposal Is 
not wen defined: it 3s not dear 
what scat of market counts as 


The Idea of opening securities exchanges to all 
comers Is also proving a headache. Most agree 
that it is unrealistic to expect exchanges with 
only a limited amomit of space to tahe in scores 
of new members, and most think that if member 
states ensure a gradual increase In the capacity 
of the market, that would be sufficient 


feels that privately-owned 
g edaatg a s itim as foe Louden 
International ' Financial 
Futures Exchange cannot be 
fosced to tacrerae tjhdr capac- 
fiysas I wy as the se 
ate not dbcrimtoafiug against 
new fangefate qa . t he basi s of 
tm Uih kJUy, that Is wwi k | 1 
It is not Just, the totaTnum- 
her of iaemoers bat their type 
that fe qmahy c ato trove to fr fo 
six out the. too EC's 12 mar- 
kets, banks are not allowed 
direct membership of stock 
exchanges. Those countries 
argue that to protect bank 
dep os it oni from securities teat 
ness, separate , sufafitiaries 
would need to be set up before 
membership couM be cantem- 


The Cotnmbwtoo mnes that 
atocatte saooad banking direc- 
tive provi de d fix" banks to do 


to reach its own conclusions. 
Neither ride wants to make 
any more than miniinniTi 
changes to the way they do 
business now. 

Tbe most visible sign of fids 
difference ia in the approach to 
regulated and unregulated, or 
over-the counter, markets. The 
French have recently upset the 
UK and the free-marketeers fay 
suggesting that to cextato secu- 
rities trading should only be 
permitted on regulated 
exchanges. France claims to be 
worried about the growth of 
over the counter markets, 
argutog that they do not rive 
the investor adequate protec- 
tion. 

This is unacceptable to tbe 
free-marketeers and the can- 


regulated, nor what sort of 
securities it would cover. 

A way ant would be to aflow 
trading an an unregulated 
exchange go long as toe inves- 
tor had given its permission. 
Such a compromise is not prov- 
ing easy to define: anything 
more than a kraea vertad agree- 
ment between dealer and dosnt 
would be too restrictive for the 
UK. whereas that 1 rind of 
agreement is exactly the tod 
of thing that Ranee would fike 
to stamp ouL 

Then there are prafeiesas 
over price transparency. Again 
tbe iHrifrN want fufi publica- 
tion of every deal at the tone of 
eimrtlon. whereas the UK - 
whi ch allows big 8aak to BD 
uqpuHfahed, though, they are 


leal to' ban: them from 
CTC f arpge membership. More- 
ovear.ft seems un&rtorequire 
bants to p W up father capital 
to set up a new subsidiary, 

use mmm amount at bome. 


OrTtomtoae are man tech- 
. I - tried matters. The com- 
. . JL; misrinc is rtoortiy to 
propoee a directive on baxmoa- 
btng coBpenBBtkm.fitotto But 
aatatebredcawjmvfaitmsD' 
tk». If sny, riniM lie mate cf 
theJa eae fatt e tore s tina g m- 

The ftaffauy are gring'to 
have tbetnrork cot out ff they 
are to settle these mattes by 
the endoC toesrer.And eyen 
if ^ EC's 

financial experts enmot expect 
a. we&earnsd bofiday. The 
pressure wiH Oto be on to 
agree or the Omfod Adequacy 
Directive. AndHte could be 
hstfareffiL ‘ 


LONDON TRADED OPnONS ^ < - 


TURNOVER fn UK ftUurea "knd 
options markets pidcad up yester- 
day as (he squeeze on the under- 
lying market continued to force 
securities bouses into foe deriva- 
tive markets to cover their short 
positi o n s . 

The December FT-SE 100 Index 
c o ntr a ct traded at a strong pre- 
mium to the cash market through- 
out the session. This was caused 
parity by local traders, who were 
sail said to he short alter teat 
week’s buying by Institutions. . 


the Cofcservsft* party fsadatshto 
contest 

Thera were signs towertf* the 
does, however, that the raNy imy 
have ran out of steam and some 
brokers said the futures market 
may open lowar. today, whatever 
the outcome at the Conservative 
parly l ea der sh ip contest. •• 


In addition, the strength of star- 
ting led to same hapee that Inter- 
est rate* could be cut in the event 
of a victory by Mrs Margaret 
Thatcher, the prime minister, in 


This view was reteforced In fhe. 
traded options market, where 
November and December 2,050 
end 2,100 puts were actively 
bought, (ndtariiag that the market 
could fall. back. The December 
FT-SE 100 index finished at 2.150. 
up 23 points on the day and 34 
points above the cash Index. 
According to brokers’ caJcu^a-. 
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flctttftcDeebiriber steroid bn 18 
oofy prints over tha cash index, ft 
future dividend payments and the 
ooatof flnenes areiaken bio oon- 
ulilfirwtirin . 

■ Traded opfiorar him a busier 
session erfih investors buying 
Index puts to give protection 
ag a inst a fsff.tr* the stock market 
But fliem was also active Interest 
frrceOe jB se l e cted stock! options, 
ptfflctderiy British Steel and Brit- 
Mh Gh. Total turnover was 
3LSB1. option c on t racte i, up fay a 
nh and wn weighted towards 
cafia. The FTBfi Index traded 
108B4 with the December ZtOQ 
pute the most active! British Steel 
traded 2,468 and British Gas 
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UK COMPANY NEWS 


By Jane Aider ; ‘ 

BABCOCK IwfarrfflHmiHl,' the 
g^PP which 

garna^ frnmm last year. 


advances 6% to £21m 


5,* J®, etUBm in 

?P~ °* “8 haB±Qg of a 
irag power station prated. 

■Tte £L24m profit increase in 
the ax months to September*) 
was made after exceptional 
costs ^ totalling 2L75m. These 
the redundancy 
MU far 200 wariteas involved in 
fte Iraqi order for boilers, and 
the write down In value of a 
cent stake in SunteSgh. 
a tJSM-qnoted maker of golf 


Lord King of Wartnaby. the 
gwtanan, said fee group bad a 
high level of confirmed wwk 
Jar this year and hexL Demand 
was particularly strong fron 
customers involved ta oil «m 
gas prod action, water treat* 
ment and poUhtion coatroJ- 
Mr OfiverWhitebead, chief 
ejcerotive, said the cost of work 
cm fee A1 Anbar power statical 
ord ers had been rjm+niiwy j 
within the £27m received fr om 
the Iraqis. : ” ' . 

Group turno v er grew by 19 
per cent to £352L14m (£295_l5m) 
with all the divisions, except 
the Australian operation which 
was sold in the summer, show- 
ing an improvement . - * 

Although the biggest operat- 
ing profit contributor appeared 
to be Sooth Africa, with 
£L54m, the gtftm increase in 
interest received was largely 



Lydia vu der Ifeer 


Lord King: a Ugh level of work confirmed particularly from the 
oQ and. gas and poUntfam control sectors 


hr the energy andtoanufectur- 
ing division. 

Mr Whitehead argued that 
ftwt mitigated- the em in tttat 
dlviaion's profit from £5-68m to 
£2.88m. 'The starting of new 
contracts meant that the profit 
realised was less but cash gen- 
eration was. very good.'’ 

.. Construction and process 


plant engineering improved 
profit to fi 3 - S S ro crasiTn) Facil- 
ities management - Babcock 
Thorp’s contract to run the 
Rosyth Royal Dockyard - 
slipped to £4.44m (£4 .89m). 
Claudius Peters, the German 
subsidiary, improved its contri- 
bution by more than SO per 
cent to £L53m. 


Mr Erik Porter said the 
group had £55m cash compared 
with £76m at the year-end. The 
Crawley office had been 
bought for £17m. 

Earnings per share, fell to 3p 
<&2p). 'Hie Interim dividend is 
held at L2p. 

• COMMENT 

Babcock was reassuring about 
its relative insulation a gains t 
recession, for example, through 
work related to repairs and pol- 
lution control. But there are 
two worries which have noth- 
ing to do with recession: one is 
the perennial problem of how 
to fill the huge Renfrew fac- 
tory, traditionally dependent 
on making power station boil- 
ers. the other is the Rosyth 
dockyard. The management 
was at pains to say that orders 
were expected for Renfrew that 
would soon restore it to full 
capacity, but questions re main 
over whether this can be main - 
tained in the longer term. At 
Rosyth, there are concerns 
about defence spending cuts 
and next year’s renegotiation 
of the management contract. 
On the plus side, the orders 
inflow is strong and the group 
has cash to spend on acquisi- 
tions. A forecast full-year pre- 
tax profit of about £46m 
(£42. 6m last time) gives a pro- 
spective multiple of just over 
six. Yesterday’s closing price of 
4Gp is supported by a 10 per 
cent yield, but the day’s 3p rise 
was probably enough. 


Sun Alliance launches 
Dutch life venture 

By fUchMvl Lappar . 


Cosalt profits fall by 
25% to less than £4m 


SUN ALLIANCE, the UK 
general and life insurer, yester- 
day announced fee branch «€ a' 
Dutch life assurance subsid-’ 
iary, Sun Alliance Levefi en 
Pensfoeu. 

J The new- company, >te be 
based in Rotterdam, wifi ini- 
tially emptoyastaffofbetween 
ten and 12 and market via the 
country's extensive network of 
independent brokers rather 
than through 'k- direct sales 
force. ' . ' -■ 

Some 5.0OG of Holland's 
30JOOO brok&s jpedafise tesell- 
ing life products -in 'me of 
Europe's more open life assur- 
ance markets. -v - ■ - 
According, to hh* 'Den 
Stringer, director in charge of 
overseas life operations, in a 


market dominated by large 
domestic companies. Skin Affi- 
ance’s s u cces s , wifi depend on 
its - ability to respond 

- quickly to clients and develop 
innova tive and tailor-made 

- products. . 

Sun Alliance will sell a 
rang* policies indndhiK a sin- 
gle premium savings bond 
which is papular on the Dutch 
market. The company also 
hopes to specialise in the sale 
.of group pension policies for 
smaller companies. 

Sun Alliance already has 
non-life operations in all 
twelve member states of the 
European Community and has 
life nfflrfig in Denmark, Ger- 
many and Spain as well as in 
fee UK. 


PRE-TAX profits of Cosalt, 
ships’ chandler and caravan 
manufacturer, fell 25 per cent 
to £3. 78m in the year to Sep- 
tember 2. 

Mr Edward Brian, chairman 
and chief executive, deter- 
iorating trading mndlHnn^ had 
restricted margins. 

All divisions traded profit- 
ably and within workwear. 
Raven of Barnsley, acquired in 
198% was now contributing to 
the divisional performance. 

However, four of tbe five 
divisions reported lower profits 
with manufacturing at £L63m 
(£2. 22m) and caravans at 
f 1.63m (£l-96m) coming off 
worst 

Mr Brian said that despite 
the slowdown in earnings, 
from 29-16p to 22.71p per share. 


Greenwich Resources cuts losses 


By Kmvwfh Goo di ng, Mliye^<k>rrespondent- 


IMFROVED GOST controls 
enabled Greenwich Resources, 
the UK-based mining and 
exploration group, to cut. its 
taxable loss for fee year raided 
September 30 from £2 15m to 
£L238m. •' • 

Mr Gafin Phipps, chairman, 
says that, following the rights 
issued in September which 
raised- £4.7m after expenses, T 
now believe Greenwich to be a 
soundly-based, well-financed 
company wife excellent pros- 
pects forthe future." 


•Following the- subscription 
and rights issues, George Wes- 
ton Holdings, part of the Cana- 
dian family gmp tre which con- 
trols Associated British Foods, 
now holds 22.7 per cent of 
Greenwich’s issued capital. 

-. Mr Phipps says that the Pad- 
dington m me in Australia con- 
tributed £L08m in the year 
and, tac fee . first time, there 
was a small, positive contribu- 
tion (£1^000) from Venezuelan 

operations. 

As previously envisaged. 


Greenwich has taken steps to 
acquire compulsorily the out- 
standing 2.65 per cent minority 
shareholding in its Australian 
subsidiary. United Goldfields. 

Mr Phipps says fee process 
should be completed in the 
new year and “win allow the 
more flexible use of the group's 
financial resources.” 

Operating income was 
£0-827m (£0.54m) and the oper- 
ating loss was £0.736m 
(£0553m). 



the balance sheet continued to 
strengthen; net assets 
increased from £14.7m to £l6m. 

Turnover for the year 
amounted to £79 59m (£7557m); 
£198.000 (£265,000) was allo- 
cated to the employees' profit 
sharing scheme. 

Tax took £128m (£l-81m). A 
proposed final dividend or 65p 
brings the total to 10.75p (10p). 

Anglo Irish up 63% 

Anglo Irish Bank Corporation 
raised taxahle profits by 63 per 
cent from l£3.78m to I£6.15m 
(£5. 66m) in the year to Septem- 
ber 30. Earnings per share 
worked through at 752p (5.65p) 
and a final dividend of 2p 
makes a total of 336p (257p). 

F&C Germany 
Trust assets 
-down sharply 

F&C Germany Investment 
Trust, formerly Smaller Com- 
panies International Trust, 
reports that in the six months 
to September 30 net asset 
value per share fell from 
I4L4p to 92£p. Total revenue 
for the period declined from 
£1.63m in 1989 to £1.01m. 

Earnings per ordinary share 
were 1.23p (l-27p); there is no 
interim dividend bnt the com- 
pany paid a special of lp on 
duly 7 1989 and a special 
interim of 2£p per share on 
March 2 1990. 


Pelican at 
£263,000 

Pelican Group, the restaurant 
concern which was introduced 
to tbe DSM in September, 
reported pre-tax profits of 
£263,000 in the six months to 
September 30. Turnover 
totalled £2.63m. 

Operating profits were 
£310,000 and £192,000 was 
made on tbe sale of properties. 
However, administrative and 
finance expenses of £239,000 
almost halved the pre-tax fig- 
ure. Earnings per share 
amounted to 3i*p. 


UK Land in agreed 
bid for St Martins 

The boards of UK Land and St 
Martins-Le-Grand have agreed 
terms for a recommended cash 
offer for St Martins shares not 
already owned by UK Land. 

The offer Is £13Ji per St Mar- 
tins* share which values the 
company at £4.I8m. UK Land 
has received irrevocable 
undertakings in respect of a 
total of 162,572 shares (52.49 
per cent). 

Taking account of the St 
Martins' shares UK Land 
already hAl d* brings Hip 
total to ova* 78.67 per cent of 
the Issued share capital. 


Notice to WarrantboUeis 
Salomon Inc 

SOfiOOfiOO Found Storing* 
Warrants Relating to 
Eurotunnel Units 
Notice « hereby given that the 
E aa reac Pric e of the sbovocap- 
dooed wBirems has been adjunct!, 
in accordance with provisions of 
the Warrant Agreement, as a 
result of the recent issuance of 
rights to purchase Eurotunnel 
Units by Eurotunnel PX.C. and 
Eurotunnel S.A. The Exercise 
Price, Originally £12 per ten war- 
rants. is now £9 J7 per ten 
warrants. 

Dated: 21 November 1990 

. Morgan Guaranty Trust 
Company Of New York. 

Bnwob Office As Warrant Agent 


Scantronic 
suffers 
interim 
drop to £2m 

By Andrew Hill 

INCREASED interest 
charges, local authority 
spending cuts and poor 
general trading conditions 
combined to reduce interim 
pre-tax profits at 
Scantronic Holdings, the 
manufacturer of security 
products, from £3.1m to 
£2.02m in the six months to 
September 30. 

However, the group's 
attributable profits were up 
sharply at £4.26m (£ 1.58m) 
because of the extraordinary 
gain - £3. 15m after costs - 
from the sale of Scantronic’s 
European wholesale distribu- 
tion activities to Gardiner 
Group, which helped reduce 
gearing. 

Scantronic warned in Octo- 
ber that its pre-tax profits 
for the year would not 
improve on fee 1988-90 fig- 
ure of £6.54m. 

The shares, 20 per cent of 
which are owned by Auto- 
mated Security (Holdings), 
were unchanged at 50p 
yesterday, less than half fee 
price before the profit warn- 
ing- 

Undiluted earnings per 
share slipped from 5.28p to 
3.33p, but as forecast iu 
October, Scantronic declared 
an interim dividend of 0.79p 
(0.715p). 

Mr Chris Brookes, Scan- 
tronic’s chief executive, said 
yesterday that the company 
had already taken about £2m 
from its continuing cost 
base by shutting down 
operations in Scandinavia 
and Italy at a one-off cost of 
Elm. 

“We feel we have got the 
situation well under control, 
and the balance sheet is very 
healthy with gearing of 35 
per cent 

“I’m not saying that the 
next six months are going to 
be the rosiest time in the 
company’s history, but I 
think we are very well- 
placed to battle it out,” he 
said yesterday. 

Turnover in the first six 
months of the year rose 25 
per cent to £24.8m (£ 19.9m) 
but operating costs increased 
36 per cent to £22. 4m 
(£16.5m). 

Interest charges rose from 
£609.000 to £988,000. 


Erskine House down by £l.lm 
as demand weakens in UK 


By Andrew Hill 

INTERIM PROFITS at Erskine 
House slipped from £7-63m to 
£6 .52m in the six months to 

September 30, as the office 
equipment distributor sought 
to offset weakening demand in 
the UK and US. 

Mr Brian McGillivray, 
Erskine's chairman, said yes- 
terday: “It has been more diffi- 
cult to get cost reductions 
introduced in fee US without 
risking serious disruption." 

He said one problem was 
persuading the management of 
some US subsidiaries of the 
virtue of cutting sales forces to 
improve efficiency and profits. 

US turnover was slightly 
down at £56 .5m (£S9.6m), but 
profits were hit by increased 
costs, particularly on the ser- 
vice side, and fell from £8-05m 
to £5.19m. 

That amounted to a drop of 
20 per cent, even after strip- 
ping out profits of £1.2m from 
the sale of part of Erskine’s 
lease portfolio. 

The group figures were also 
hit by the £400,000 adverse 
effect of currency translation. 

Cost reductions and produc- 
tivity improvements helped 
Erskine’s UK activities push 
up operating profits from 


£2 .83m to £3.63m on much 
lower sales of £393m (£52. lm). 
The German subsidiaries made 
£775,000 (£499,000) on sales of 
£4.48m (£2_79m). 

Erskine's turnover in the 
first half was down from £U4m 
to ElOlm. Earnings per share 
slipped 29 per cent from 9.5p to 
6.7p because of preference divi- 
dend payments. Erskine main- 
tained its interim dividend at 

22p. 

Mr McGillivray said net bor- 
rowings bad been reduced from 
£5lzn to £4im - or 42 per cent 
of shareholders' funds - since 
the end of March, and he 
hoped cash generated by the 
existing operations would help 
reduce gearing further. 

Sales of new machines in fee 
UK dropped 10 per cent and 
demand for photocopiers was 3 
per cent lower. In the US 
machine sales were down by 2 
per cent 

“In fee UK at fee moment 
you have got some sign of a 
degree of stabilisation,” said 
Mr McGillivray although he 
warned against reading too 
much into monthly figures on 
copier sales and servicing. 

Erskine's shares, which 
dropped from 169p after a 


PORTSMOUTH 


The FT proposes to publish this 
survey on 

January 25 1991. 

It will be of particular interest to the 
61,000 businessmen involved in 
decision making about office property 
who are regular FT readers. If you 
want to reach this important audience, 
call Clive Booth on 071 873 4152 or 
fax 071 873 3078. 


FT SURVEYS 


profit warning in April, were 
unchanged at 50p yesterday. 

• COMMENT 

Erskine obviously lost a lot of 
friends with its unexpected 
April profit warning. Now even 
the flimsiest hoax or r umo ur is 
enough to inflict further dam- 
age on the group’s battered 
share price and there still seem 
to be a lot of investors out 
there who would take any 
excuse to sell They are proba- 
bly being over-sensitive. Gross 
debt of £46m is well-structured 
and long-term; outstanding 
earn-out payments are unlikely 
to exceed S2m, payable halfway 
through 1991; and Erskine is 
taking action to cut costs in 
fee US and persuade manage- 
ment there that fee glory-days 
of the late 1980s are over. The 
company should make about 
£13m before tax this year, 
which puts the shares on a 
multiple of about four times 
prospective earnings. That 
looks like rough justice, but 
however hard Erskine works to 
make up for the misjudge- 
ments of fee last two years it 
can do little to improve the 
performance of a depressed 
sector. 
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BUSINESS NEWS 

The executive newsletter for the pharmaceutical industry 


The Financial Times 
twice-monthly 
International Review of the 
Pharmaceutical Industry 

Pharmaceutical Business News is without doubt the essential digest that keeps 
decision-makers briefed on the vital moves that shape the 
pharmaceutical industry: 


global reporting and analysis of hard news 
from the world's pharmaceutical markets; 
acquisitions, mergers, joint ventures and 
marketing/licensing collaborations. 

insight into the latest developments in 
pharmaceutical companies' R/D pipelines. 

latest company news and financial 

performance. 

highly influential, in-depth Viewpoint and 
Market Profile features dial provides inside 
information of drug companies, both small 
and large. 

City Talk, the page that even the City cannot 
wait to read, gives an informed round-up on 
what is moving drug company stock prices 
world-wide. 


Published by Financial Times Newsletters, 
Pharmaceutical Business News represents the 
ultimate business tool for executives in tire 
pharmaceutical and healthcare industries. 

The Financial Times Limited Registered Office: 

Number One Southwark Bridge. London SEI 9HL 
Registered in England Number 980896 


*5**4**.,*? “ 

, 

I [~] Please send me a free sample copy of I 

I Pharmaceutical Business News I 

| (normally available on subscription only). | 


Company. 


Address 


Postcode. 


Country. 




To; Carolyn McNamara 
PBN Marketing, Financial Times Newsletters, 
Tower House. Southampton Street, 
London WC2E 7 HA, England 
Tel: 071-240 9391 Fax; 071-240 7946 
Telex; 296926 BUSINFG 
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Slowdown forecast but recovery expected from 1992 onwards 

I BAA improves 10% to £205m 


UK COMPANY NEWS 


'w By Paul Abrahams 

I STRONG PASSENGER dem- 
■A and on scheduled European 
and north American routes 
helped BAA, formerly the Brit 
£• ish Airports Authority, to 
% record a 10 per cent rise in 
k. pre-tax profits to £205m for the 
six months to 30 September. 

However, Sir Norman Payne, 
“t* chairman, warned that 
tar increased costs and stagnant 
2* passenger growth would hold 
“K profits for 1991-92 at the same 
sm level as this year. He added 
tm that the company was never- 
bai theless well placed to take 
advantage of the recovery of 
P« growth expected from 1992 
bei onwards. 

Passenger volumes at BAA 
*? r airports increased by 5.6 per 
hfij cent during the haw year. That 
be! was achieved in spite of a cal- 
un lapse in the short-haul charter 
gw market which fell by 14.4 per 
the cent. European scheduled 
cm routes increased by 13.1 per 
wh cent and north American 
yes routes by 10 per cent Cargo 
isti operations, which were 
era affected by the slowdown in 
she the UK and world economy, 

I grew only l per cent 
me Profits from the core busi- 
noi ness were up 22 per o mt to 
vat £2 15m, but the company was 
4S forced to make a provision of 
ete £i8-5m on its prope rty portfo- 
lio, which led to a £9. 9m net 
abi loss in the Lynton. property 
"f“ division. The results were in 
r, line with expectations. 

Duty free sales increased 
f. only z& per cent to £36.6m and 
yf tax-free sales by 7.4 per cent to 
V". £36.4m, while other cammer- 
" c clal activities grew by 11.7 per 
cent to £82. 8m. 

Sir John Egan, company 
ate chief executive, said the com- 
pany was investing heavily in 
5°' its commercial activities, espe- 
mt daily catering, and exported to 
axe enjoy the results next year. 

However, analysts expressed 
rob concern about the company's 
era cost base. Operating costs 



Sir John Egan, chief ex ecutiv e (left), with BAA Chatman. Sr Norman Payne 


Lyttta vxnderMeer 


increased by 18 per cent to 
£286m daring the first six 
months. Sir Norman said this 
had been caused by increased 
security costs, improvements 
in passenger service and 
investment in staff and facili- 
ties for Stansted’s new £400m 
terminal which is due to be 

ii psnwi in Warrii 199L 

Analysts also pointed to the 
company’s vulnerability to the 
possibility of war in the Gulf. 
That would have the double 
effect of hitting passenger 
demand through slower growth 
in GDP as well as reduced 
American trans-Atlantic travel 
if the dollar were to fell. 

In the event of war, there 
would also be a risk of 
increased security require- 
ments. BAA is able to pass on 
only 75 per cent of additional 


costs and. there is a delay in 
reimbursement of some two 
years. During the first six 
months. BAA spent £5&8m on 
safety and security measures. 

In addition, the company 
will next year have to deal 
with increased costs associated 
with the Stansted terminal. 
BAA will have to cope with 
increased capital, depredation 
and operating costs for the ter- 
minal. The company estimates 
that it needs 4.6m passengers 
at Stansted to cover its costs, 
but expects to handle only 
L4m passengers at the airport 
next year. 

The company Is also prepar- 
ing for a statutory quinquen- 
nial review of its operations by 
the Monopolies and Mergers 
Co mmissio n. 

Sir Norman expected passen- 


ger growth this year to be 
about 3.5 par cent, but feu next 
year to between 1 and. 2 per 
cent He added that the com- 
pany would be concentrating 
on its core business. 

BAA also increased its 
long-term forecast for passen- 
ger growth, preparing the way 
for its pflmpaign for an addi- 
tional runway in the south-east 
of England. Sir Norman sairf 
the runway would need a ten- 
year gestation period and that 
the official planning process 
should be started around 

1993-94. 

The half year results were 
achieved on turnover of £491m 
(£431m). The board declared an 
interim dividend of 5-25p (L5p) 
per ordinary share from earn- 
ings 16.7 per cent ahead at 30p. 

See Lex 


jAnother executive director quits Burns-Anderson 

mu 

def By Philip Coggan, Personal 
Pol 

^ANOTHER executive has 
m ° resigned from Burns-Anderson, 

J®* the financial advisory and 
"“recruitment group where Sir 
John Harvey-Jones was until 
5“ recently the non-executive 
{^chairman. 

Mr Colin Redman, a main 
pre 


R nance Editor 

board director and chief execu- 
tive Of the group's finawHpl 
advisory division, is leaving 
the group after two years. His 
resignation follows the depar- 
ture of Mr Alan Moore, chief 
executive of the parent group, 
last December. Others to have 


left the board this year include 
Mr David Johnstone. Mr Tony 
Smith and Mr Don Richardson. 

When Sir John Harvey-Jones 
became chairman in June 1987 
the shares were over £2 but 
they have slumped to 7p, down 
2p yesterday. Sir John is still a 


nonexecutive director. 

The company recently fore- 
cast that it would only break 
even in the current financ ia l 
period (15 months to December 
31) and it would also incur fur- 
ther costs of £L7m relating to 
redundancies. 


son 
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WORLD TELECOMMUNICATIONS 

London, 3 & 4 December 1990 

The Rnancial Times eleventh conference on World Telecommunications will bring together 
a most distinguished panel of speakers to look at the gathering pace of deregulation in the 
world’s telecoms markets, how this is opening up new opportunities for expansion. 

Speakers include: 


Dott. Oscar Mammi 

Council for Telecommunications of 
the European Community 

M. Michel Carpentier 

Commission of the European Communities 

Mr Hideo Suetsugu 

International Digital Communications Inc 

Mr Gyula Ratios 

Ministry of Transport and 
Water Management, Hungary 

Mr Fred Landman 

Pan American Satellite 

Mr William C Ferguson 

Nynex Corporation 

Mr Edward Siaiano 

Motorola Inc 


Ambassador Bradley P Holmes 

Bureau of International Communications 
and Information Policy, US Department of State 

Mr Timothy E Nulty 

The Wbrtd Bank 

Academician Professor Yuri V Gulyaev 

Academy of Sciences of the USSR 

Mr Kenneth K S Dadzie 

United Nations Conference on Trade 
and Development 

Mr William TEsrey 

United Telecommunications Inc 

Professor Henry Elgas 

Monash University, Australia 

Mr David Tudge 

INTELSAT 


REVIEW OF TELECOMMUNICATIONS POLICY 
IN THE UK 

London, 5 December 1990 

Six years after privatising its state -owned telephone company, Britain is gearing up for a 
second phase of telecommunications liberalisation. This conference^ timed in the midst of 
the duopoly review, will include presentations by. 


Mr Douglas Hogg oc, mp 

Department of Trade and Industry 

Mr Gordon Owen 

Mercury Communications Limited 

Mr Malcolm Argent cbe 

British ■telecommunications pic 


Mr John Holt 

British Aerospace (Space Systems) Limited 

Mr Peter Borer 

BR Telecommunications 

Mr Stephen E Andrews 

U S WEST International, Inc 


A limited amount of exhibition space is available at the conference. 


WORLD TELECOMMUNICATIONS 
REVIEW OF 

TELECOMMUNICATIONS POLICY 
IN THE UK 

□ Please send me further details of the conferences. 

□ lam interested In exhibiting at the conferences. 


FINANCIAL TIMES 
CONFERENCES 
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Telecom Markets (FiriTedi 1) 


Tee The Financial Times Conference Organisation 

126 Jermyn Street. London SW1Y4UJ, UK 

Tbfc 071-9252323 Fax: 071-925 2125 Tbc 27347 FTCONF Q 


Name. 


Position. 


.DepL 


Company. 

Address— 



Postcode. 


Country. 


Tel. 


.Tlx. 


Fax. 


Type of Business. 


Tie Rack 
losses due 
mainly to 
N America 

By Jane Fulter 

TIE RACE provided Anther 
evidence of the pressure on 
former high-fliers of niche 
re tailing as it reported a 
plunge in pre-tax loss to 

£674,000, from £272,000, and 
derided not to pay an Interim 
dividend, 

Mr Roy Bishko, chairman of 
the ties, scarves and accesso- 
ries concern, warned that the 
full-year pretax profit would 
be significantly below last 
year’s £l.3m (excluding a 
property gain). 

The shares tumbled lQp to 
dose at 17p. 

Sales for the six months to 
August 12 virtually stagnated 
at £21.3 2m (£21.5 Lm). The 
number of shops remained, at 
247. 

Mr Bishko said although 
trading had been difficult in 
the 134 UK shops, its contribu- 
tion was slightly up on last 
year. 

The main loss came in North 
An y gr if i ffl i, where the group bps 
43 shops. Last year a loss of 
f i-gm was blamed on start-up 
costs and high overheads, par- 
ticularly as the shops were 
owned rather than franchised, 
as is the norm in the 
UK. 

While steps had been taken 
to cut costs and improve man- 
agement, the dollar’s weak- 
ness had hit margins. 

Nevertheless, Mr Bishko 
said it was possible that the 
losses would be reduced over 
the full year. 

Another disappointment 
came in Australia. Its healthy 
profit contribution in the first 
half of 1989 was virtually 
wiped out by a severe down- 
turn in retailing. Same conso- 
lation came from France, else- 
where the performance was 
mixed. 

Mr Bishko said the run up to 
Christmas was very important: 
“We can do a third of our turn- 
over in those six to eight 
weeks.” 

As usual at the interim 
stage, the company d eclined to 
give figures for interest 
charges or debt. 

A quadrupling of interest 
payments to nearly £2m last 
year was one of the factors 
behind a virtual halving of 
pre-tax profit. 

Mr Bishko said gearing was 
25 per cent less than it had 
been at the half-way stage last 
year. 

Tighter cost control bad led 
to the shedding of 11 per cent 
of the workforce and to cuts in 
stock levels and capital expen- 
diture. 

After a tax credit, the loss 
per share was 0.95p (loss of 
0.48p). 

• COMMENT 

The sombre tones of the nor- 
mally ebullient Mr Bishko cou- 
pled with tiie passing of the 
dividend show just how tough 
the going has become for 'fie 

Analysts wishing to reas- 
sure that this is not another 
Sock Shop point to the much 
lower gearing and tighter 
financial control. 

The company is stressing 
that year-end debt of £8m and 
gearing of 46 per cent will be 
reduced by March. 

Yet one area where control 
has apparently not been as 
tight as it might have been is 
in the management of overseas 
operations, a recurring theme 
in sorry retail performances. 

A pre-tax profit of £500,000 
is forecast for this year, after 
interest payments of perhaps 
£1.7m. The prospective p/e 
depends on whether the Inland 
Revenue lets the company 
allow overseas losses against 
UK profits. 

The hoped for nil tax rate 
gives a multiple of more than 
11. If the rate stays over 50 per 
cent, it goes up to 25 times. 

With the final dividend 
“reflecting the lewd of profit” 
achieved, tire shares still do 
not look cheap. 
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Foseco dismisses Bnrmah’s 
£237m bid as ‘miserly’ 


By Richard Gouriay 

FOSECO, the UK speciality 
chemicals and abrasives pro- 
ducer, yesterday dismissed a 
hostile £23&am bid from Bur- 
mah CastroL the lubricants, 
fuels and chemicals group, as 
frivolous mid miserly. 

Mr Tom Long, Foseco ’s 
chairma n, said Snxzoah. haft 
completely undervalued 
Foseco’ s business and future 
prospects and that the com- 
pany bad a healthy indepen- 
dent future. 

An important feature of the 
Foseco recommendation that 
shareholders should reject the 
offer was a forecast of pre-tax 
profits for the year of £4£L5m, 
giving' earnings of 27.1p per 
share. 

This forecast takes into 
account exceptional costs of 
£6.2m, principally relating to 
rationalisation costs, and 
exceptional credits of £4.2m. 

mainly minting to Hw success- 
ful defence of a patent action 
in the US. 

Burmah Castrol said the 
Foseco defence document 
brought no new information, to 


the ■market and was an effort 
to camouflage likely full-year 
pre-tax profits of around £3Sm, 
a figure analysts had been 
before toe bad was 

launched. 

Bu rmah argues the tafemm- 
isaficn should be treated as an 
ordinary cost of business and 
that tire £3fim figure represents 
the true profit base of Foseco. 
Mr Jonathan Fry, mana g ing 
director of Burmah Castrol, 
said tiie 27% per share offer 
remained perfectly fair and 
Foseco ha d produc ed no 
new evidence to suggest othes^ 
wise. - - 

Foseco said that its 1990 fore- 
cast represented earnings of 
ZUP ft share and therefore a 
prospective exit multiple of 
only 101 times. Mr Long was 
t phy^grfto m ate a fo rreart of 

ai fii the defence document, 
Foseco announced it would far- 
ther concentrate resources on 
its two mam business areas, 
metallurgical chemicals, con- 
struction flnd mining chesd- 


its 


cals, ft said it would 
abrasives business up 
in addition to some small 
industrial badnesses in the UK 
which are already on tire mar- 
ket 

At tire time Bormah. Castrol 
launched its --Mr Laurence 
Urquhart, its chairman, said 
Foseco had lost its way and 
that, despite the expensive 
restructuring, Foseco had 
foiled to deliver to its share 

Foseco responded yesterday 
by saying that the £U5m in 
capital expeddttum and scqid- 


1989 was about to bear fruit 
bra that the benefits bekuged 
to its s hato h oM e gi 

Foeeco a ] ao dismissed Bar- 
nub's ffa™ u»f the takeover 
makes good business sense. 
The document said Foseco had 
achieved customer respect for 
technological innovation and 
marketing; Burmah, by com- 
parison, only managed con- 
sumer brands, 

Foseco shazes dosed to opat 


Major restructuring at APV 


By David Owen 

APV, the world's largest 
manufacturer of food process- 
ing machinery. Is to amharit on 
a major restructuring pro- 
gramme. It is believed that this 
will involve more than 1,000 
redundancies worldwide, about 
10 per cent of the group’s work- 
force. 

The programme is also 
expected to result to the 
restructuring of divisions 
along product rather than geo- 
graphical lines. 

The London-based company 
said that the move was aimed, 
at improving productivity in 
its UK, US and Australasian 
operations. 

The announcement comes 
two months after APV 
unveiled flat interim profits 
and produced a gloomy fore- 


cast for the balance of the 
yean. “We are not isolated from 
the downturn in tire world 
economy," said. Sir Peter Caza- 
let, chairman, at the 

tiwM* 

The costs associated with toe 
restructuring are to be pro- 
vlded fully in the 1990 
accounts, with about £8m to be 
taken as an exceptional item 
and a rimflar amotmt charged 
either as an extraordinary -er 
set against provisions estab- 
lished in 1989 and prior 


Mr Fred Smith, chief • 
five, said that the difficult eco- 
nomic cHmate had made it 
important that the group’s cost 
base be reduced. "The restruct- 
uring will ensure that APV 
remains strongly r ep re s ented 


in aS. of its botinaes areas," he 
aaid. •'•••• 

The company expressed can- 
fidmee that the level of ordi- 
nary dividend for the year 

COUIS I* m w ltitnwral 
After: fighting off an 
un w ante d bid than Sfebe, the 
rival OK graft fcTl9e& APV 
grew rapkfiy through aeqabi- 
tions, more than doohhng in 
efxe to the hdlowing three 

yean,'.' 

ft bn since ben criticised 
for paying insufficient atten- 
ttoo togeaenddaytodsy man- 
agement during this period, 

hWHIWL - 

frUflBB, the group mad* pre- 
tax profits of £8&&n on tom- 
orercfWKte, 

/She Am foil ap yeetwday 

to Tgft 


Hazlewood Foods declines $% 
in spite of 16% sales growfb 


By David Owen 

HAZLEWOOD FOODS, the 
Derby-based food manufactur- 
ing group which recently sold 
its confectionery aim to man- 
agement for £59m. yesterday 
reported an 8 per cent itoHiw 
in interim profits fat tiie six 
months to September 30. 

Figures a year earlier 
included £4.6m to non-trading 
credits. The group said it 
achieved a like-far-like sales 
volume increase of 26 per cent 

Pretax profits for the six 
months to last September 30, 
taking account of a 6 per cent 
increase in interest costs to 
£4.14xn <£JL9m), slipped from 
£24 .46m to 1989 to £22£4m. 
Turnover advanced 5 per cent 
to £286. 7m (£27L8m). The larg- 
est component of this was fro- 
zen foods, where sales totalled 
2222m. 

The company said the 
improvement to safes tori not 
fully come through to operat- 
ing profits because of rising 
raw material and reorganisa- 
tion costs. 

Hazlewood Is reorganising 


its businesses Into forger oper- 
ating groups as . its to cos 
switches away fibre growth tgr 
acquisition. 

“We are moving from acquis- 

Mr John ^Tttdira 
tor. 

The frozen foods division 
contributed £9£m to 
profit, while fresh 
ated £8Jm, .groceries and non- 
food £&2m and confectionery 
and snacks £2&n. 

The confectionery unit dis- 
posal produced an extraordi- 
nary gain of £2L5m, against a 
£U06m charge. The sale was 
also instrumental to leafing to 
a significant redaction to the 
group's gearing to 62 per cart; 
and to sweOtog retained enm- 

in& tomasm oa&Ma& 

Earnings per share shd by M 
par cent from 8-7lp-to 7.5p far 
1989. An interim ffivhfena cf 
2Jp (L8p) was declared. 

Tto shares rose 8p to HEft 
; .-. N 



As the move to the share price 


tog to bolster ite lacklustre rat- 
fru tor emnhasSBlsft otrxanic 
rather than acquisition-led 
growth and improving the 
guaffly of its earnings. 

- The interim figures, seen to 
ftta fight are. a positive step 
towards restoring manage- 
toenfa credibility. Full-year 
profits, however, will coma to 
beknr 1989(99 levefe with same 
analysis focusing on what they 
see as m difficult outlook 
for. margins in frozen 

v Assuming pretax profits of 
around £5Qm, the prospective 
p/e of 8 rymatns imriprnB ndinp 
“But wfih the Jury still out on 
the incumbent management, 
prospect i ve investors seem 
imlftely to miss out if they opt 
to hold their fire for another 

few TnflFltl^ L 


This moouoccmcoL appears as a matter of recced only 



PEPE GROUP PLC 

£29,500,000 

Multi-Currency Revolving Credit Facility 


ANZ Merchant Bank Limited Barclays Syndications 


ANZ Banking Group Limited Barclays Bank PLC 
Credit Lyonnais, London Branch Standard Chartered Bank 


ASLK-CGER Bank, Allied Irish Banks PLC 


ANZ Merchant Bank Limited 




1> 





BANKING AND BEYOND. 


TSB Group is more than a major dealing bank. 
Our business also spans corporate banking, merchant 
banking, life assurance, general insurance, pensions* fond 


services. 


TSB Group is one ofBritain’s major financial institutions. 
Our capital ratios are among the strongest in the 
financial sector. Our commitment is to deliver quality and 
value to our customers and to maximize the wealth of 


our 15 million shareholders. 

We shall, continue to focus on banking and insurance, 
our core businesses; and to offer our wide range of 
products and services to all our seven million customers. 


ASSETS: £27 billion. SHARE CAPITAL AND RESERVES: £L9 bilW CURRENT AND DEPOSIT ACCOUNTS: £22 billion. ADVANCES: £16 bilW FUNDS UNDER MANAGEMENT AND ADVICE: £23 billion. 
haNRING* TSB Bank: UOT; TSB Property Services. CORPORATE AND MERCHANT BANKING: Hill Samuel Bank. INSURANCE AND INVESTMENT SERVICES: TSB Trust Company: Hill Samuel Investment Services Group; Bell Lawrie White; Hill House Hammond; 
RETAIL * _ . ... - Hill Samocl Investment M a n a g ement Group. COMMERCIAL: Swan National; Noble Lowndes: Wescol Incenuriorwl Marine Services. 
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UK COMPANY NEWS 


Fair Trading Office approves pubs-for-breweries swap with Elders 

GrandMet backed on £2.6bn deal 


recaved a titreahii from alwrrtowiSe he 
was there on teat* 

Ml ^fS^SWsnSndcnaW take no more, aid 

fai fg spen t [he next 25 years in and out of 
He hosuitais. Hengw fives with us. 
the Saijgr^soWiers .and AirmensW risk 

Rtental breakdown ti serving thsir country. 

Shi HamverbrevB Ihey may be, me straws are 
the sometimes unbearable, 
bal .We care for these sagant men and women ; 
shi a home and in hospital 

ss 

for 3x1 wmefl hawB SaoSSaSSr ffj£ fn service* 

*P" ”*”P “Wn, we must have funds. Please send a donation and. 

nei perhaps, ranember us with a legacy. The detetewred fay and us. 

be] 

un ^7»ey Ve given more than they could - 

got please give as much as you can" 

th€. 1apg»WB»B«c nMtwa.|t»mmmj B Bni BWt ai wt | l tac l ^ <lwwM |- | ( t n lllu||||JJ| l X f***^ ^ 

^I^^ervicesmentalwelfare"society1 
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By Philip Rawstome 

GRAND Metropolitan, the UK 
food, drinks and retailing 
group, and Elders DEL, the 
Australian brewer, were yes- 
terday given the all-clear for 
their ELfibn pubs-for-breweries 
swap. 

Mr Peter Lilley, trade and 
industry secretary, approved 
the deal after the negotiation 
of revised beer simply restric- 
tions with the Office of Fair 
Trading. 

Both companies welcomed 
the decision yesterday and will 
now discuss final arrange- 
ments tor the restructuring of 
their brewing, retailing and 
property interests. 

This will involve some 
adjustments to the original 
financial proposals. GrandMet 
may get rather less than the 
£3G6m envisaged for its brew- 
eries; but analysts concluded 
that the revised deal was bet- 


ter than either could have 

expected. 

GrandMet will transfer its 
four breweries and the Rud- 
dles, Watneys, Truman and 
Webster's beer brands to Cour- 
age, making it the UK’s second 
largest brewer with some 20 
per cent of the market against 
Bass's 22 per cent 

Courage's market share Is 
expec te d to fall to about 17 per 
cent over the next two years. It 
intends to sell the Ushers 
brewery, together with some 
440 pubs in south-west 
England; and Carlsberg Is 
expected to make new arrange- 
ments after its brewing licence 
with GrandMet expires next 
year. 

GrandMet win retain, a man- 
aged estate of 1,730 pubs. Most 
of the ranainder together with 
Courage's pubs will be trans- 
ferred to a joint venture . Inn- 


trepreneur Estates. The new 
company will have control 
over about 7,000 pubs. This 
number will be reduced to 
4,350 to meet government 
requirements in November, 
1992. 

The new conditions for the 
deal centre cm foe duration of 
Courage's exclusive supply of 
beer to these estates. 

The two companies had 
suggested a 10 -year tie with 
supplies being progressively 
reduced after five years. The 
Monopolies and Mergers Com- 
mission recommended a five- 
year tte with reductions after 
two years. 

Mr Ulley has now agreed 
that the supply contract with 
Instrepreneur should last a 
fiiQ seven years; and the con- 
tract with GrandMet* s man- 
aged estate should be ended 
after four years. 


In addition. Courage and 
GrandMet have undertaken 
that no more than 25 per cent 
of the pdbB In any licensing 
area will be tied, amt foe num- 
ber wil be cot to 20 per cent 
after four years. 

Mr Doug Henderson, 
Labour's trade and industry 
spokesman, a t tacked the gov- 
ernment’s approval of foe deal 
yesterday as “another climb- 
down cm competition policy." 

He added: “This backdoor 
swap deal is being used to get 
round and tbs gov- 

ernment should stop this 
affront to the intentions of Par- 
liament" 

The deal could threaten jobs 
and was also likely to be seen 
by other brewers as the green 
light for further swaps and 
brewery closures, he said. 

See Lex 


Goodman Examiner 
granted extension , 

By Kfanm Gooln in Dublin. 


THE DUBLIN High Courts® 
granted Mr Peter Rtzpatridc, 
She Examiner to Goodman 
international, an e xten sfoo 
December 11 in order to pursue 
his rescue plan for Ireland and 
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This advertisement is issued in compliance with the requirements of the Council 
of The International Stock Exchange. It does not constitute an invitation to Ike 
public to subscribe for, nor purchase, any securities. 

GROVEWOOD SECURITIES PLC 

{Incorporated in England, Registered No. 2961 J) 

Issue of up to £20.822^61 nominal 8 per cent. Convertible Unsecured 
Loan Stock 2000/2003 of Cl each in connection with (he Offers for 

PRIEST MARIANS HOLDINGS P.L.C. 

(with power to issue further stock) 

Application has been made to the Council of The Stock Exchange for tbe 
admission of the above mentioned stock to the Official List. Details of the 
above mentioned stock are contained in the Listing Particulars of 
Grove wood Securities PLC dated 2nd November, 1990 included in the 
Companies Fiche Service of The Slock Exchange and available from the 
Company Announcements Office. The Stock Exchange. 46-50 Finsbury 
Square, London EC2A 1DD, during normal business hours up to and 
including 23rd November, 1990. Copies of the Listing Particulars will also 
be available for collection on weekdays excluding Saturdays up to and 
including 5th December, 1990 from: 


GET ON TOP OF 
YOUR RESEARCH 
IN SECONDS! 


UBS Phillips Sr Drew Securities Limited. 
100 Liverpool Street, 

London EC2M 2RH 


Grovewood Securities PLC, 
28 South Street. 

London W1Y 5PJ 

21st November. 1990 
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COMPANY NOTICES 


GEN COR LIMITED 

(I n cwpor a HKi m tf» RuputAc c t South Africa) 

Conpany MgtarMton Nol 01/01232*5# 

(torm#fly G#nw*J Mining Union Corporation Urrtraf) 

PAYMENT OF COUPON NO. IMS 

(DMtSawJ No. 128) 

HOLDERS OF SHARE WARRANTS TO BEARER wil roceta payment on or after 
30 Mowrfeor 19SO n th* rata ol 5-21BC5p the amount docterad par shttm, low 0.7B271p 
bahig South African noiKwMonl •famtaktarr utr at 1M against aunmCar of coupon 
No. 136. 

Coupon* nut ba demoted for FOUR CLEAR DAYS tar Inapscfan before paymeai wB bo 
made:- 

In London Ai mo London Socmurlas offlea 

of (h* Company 

30 Ely Haoo. London EC1N QUA 

ki Paris : At Craft du Word 

htSwteartand : Ai Craft Susna. Zurich 

Union Bank of Mzsrtand. Zurich 

Swta BmKCoipomljorv. Bari* or at any of 

TtairbrzncftM 

Colons betanglng to hottfon msidont In Graat Britari and Noritwm frabmd wO b« paid as 

geno a 


Amoum of dMdsnd altar datfuden of South Airicwi 
mwasidoni ■harafsridem' tn of 1B% 

Lltt UnHod Kingdom tncotra Tsx cf 10X on tha Qross 
Amount ol tha dMdond of &2lG05p 


UPhs >«"» can bo obtained on appfcotlon to fco Lonfen Sacranrios. 

pV pro. (3ENCOR (UX) LftflTHJ 
London SocMariss 
LJI 


443534 


0-62180 


3*1354 


aOEtyf 
London ECTN 0UA 


21 Nowanter tVBQ 


NOTE: 

Und«1Mri0ritatotiBasraan«4batwaan tha UrttodlQngdam and tha Ropubflcot Soum 
MikM. ttw South African nornwidant Bfurthok»r» tax apptttfble to tha dMdood ta aOmabto 
m a aWB atpdnat tlw Untod Khgdotn lax pajabte bi respact of tha dtvktand. TT» doduedon 
at uk at m mducod obb ot to par cant Irwaod a Om basic m of 2s pw cma mpnaants 
m almmnea at at tt tha nto of 15 per com. Tho sum amount of t«a (Mdend mosfmd to 
b« amorari by tha hiSrtfual ahanriioldar on a.^ mtum lor taw tax pwpowM b S^igosp 
TTV"jptod by tfw nvrrbet at nftaroa hakl 



Looking for background information can be an uphill task. FT PROFILE is an online database that 
makes it easy! 

You can track down anything you need from back copies of quality newspapers like the Financial 
Times, The Times and The Independent 

Just name the subject, press the keys and get the information you need in seconds. 

Published reporting from more than 70 international newspapers, business magazines and specialist 
sources is available to you instantly: 

If you would like to know more about the range of information available, 
telephone FT PROFILE on 0932 761444 or complete and return this coupon. 

FT PROFILE is part at the Ftnandal Tima Group 


Nome . 


Job Title. 


Company. 
Address _ 


My Organisation's 

Business is 

No. of employees: 

IZD under 50 

□ 

1 already u» online 

D Yes 

□ 


No 



Telephone. 


FT PROFILE, PO Box 12, 
Surdsury-otF-Thantes, Middlesex TWT6 7UD 
lei 0932 751444 
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NOTICE IS HS1EBV 
WHtf.Coar.ol 

me I2tf« day ol 

p«ny was »«#«» ”? °Y.” 
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pr— l«h HavowOor 1W0 

COtoni Chonc* 

Hoy<M M**i 
AWannanbury SmaH®. 

London EC2V 7LD 

Solicitors (or a» Company 

' art galleries 


STILL LIFE & 
FLOWER 

paintings 

by coniemporaiy artista. 

9-24 Nov, 
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The FT proposes to publish this 
survey on 

December 19 1990. 

It will be of particular interest to the 
83.4% of the professional investment 
community in the financial Institutions 
though out Europe who are regular FT 
readers. If you want to reach this 
important audience, call Brian Heron 
on 061 834 9381 or fax 061 832 9248. 

FT SURVEYS 



• frfr Fitzpatrick 

tiiat so for talks with 
33 creditor backs owed tMTOm 

had been progressing satisfac- 
torily but that mate time was 
needed to deal with foe com- 
plexities surrounding the 
affair* of Goodman Interna- 

tl m l- 

Under the terms of Josh 
companies feigtstettoa, if no 
firm agreement is reached 
between Mr Fitzpatrick and 
Goodman creditor basics ter 
tbe end of December men 
Goodman International., ene of 
Ireland’s biggest companies, 
will go into Rquidatian. 

Mr fltzpatocifo rescue pJsn 
offers creditors the coatee 
between tbe devil and the d eep 
hhw sea. Liquidation, says Mr 
Fitzpatrick, is -soawftfi" a 
project tM a wunuss pro- 


r is obviously the more 

favourable option. 

Though most banks seem to 
a gre e with Mr FJ I tattic kjfoe re 
are serious problems: Ba n co 
Bilbao, owed I£I0-7m b y Good- 

man Intematln nal, is pUUUlUg 

an tefl on in tire High Court tu 
T yflfiMfc to wind up Goodman's 
substantial operations fix the 
UK and in the process recover 
some of its I oam. if socceasft d 
Banco Bilbao’s action would 
bring the delicate fi n a n cial 
structure of Mr Fitzpatrick's 
rescue plan tumbilng' down. 

Goodman International is at 
present owed I£L67.7m by ban. 
In a related development, Mr 
Larry Goodman, head of foe 
privately held Goodman groan, 
is taking legal action against 
the Irish g over nment for foe 


canceBatfcm ^fiTwrionff etite 
insurance polities covering 
Goodman beef exports to Iraq. 

Mr Fitepatridt has mstfleh 
dear that for htatocoe ptan to 
succeed, cr edttofc banka most 
accept that either tag wlIZ 
repay its debt ax that Me Good- 
mac's legal action against foe 
Uriah eovennncBt . will be ano- 
cessfttL These are not particu- 
larly soBd Incentiv es for credi- 
tors. There are problems 
surrocmdlag the role Izt any 
rescue plan oCMc Goodman 

Mr Goodman controls mare 
t ri a p 96 per cent cf Goodman 
I n ternation al, some banka in 
d e man din g that Mr Goodman 
be re&ned to a mteotfiy atato- 
hc&der to the snap. Good- 
man is appurt a tiy insistteg 
that be mtnn te ig overaB cen- 
tred. Creditor tanks are also 
amrinoa that Mr Goodman put 
more cf Ida own ponmnai 
assets, including foamy trusts 
valued at betoraeh TE8m and' 
1210 m. into 1 he Goodman 
group. 

Mr Goodman Is at pressot 
pursuing a case tbren^h. foe 
courts in Cyprus for the recov- 
ery of mare, jfcta ttafim wtoefa 
he says was fraudulently 
drained firm # company in 
the Goodman group,. Those 
finals woBOrtha fie put Tm*> 
fbt voT and would to Hkdy to 
form part of an eeentusl rescue 


-case dm 
rwdwaJinfoe 
aQOttJtbusi- 


of tberfifiab, kf present fieM in 
a Cyzjma bank; bre todfoated 

cm l&'VBunmxk cdjutiQ* 

to tbdawayoutof 

ever bmtfneas 

time, is rsanl&g out 


But. tbe 
no sign of 
near estate 
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COMMODITIES AND AGRICULTURE 



cocoa 
crisis deepening, 


growers warn 

By Victoria Griffith in Sao Paulo 


C OCOA GROWERS and 
®*P0rters In the Braafflan state 
of Bahia are w arning of a cqi. 

towemttes^TSthe^. 

ermnssat does not taka emer- 
gency measures to correct the 
deepening crisis. , widespread, 
^employment has hit as pro- 
ducers tan no longer afford to 
Wfarfte labour they ; need to 
plant and harvest the crop. 

Leas than 200,000 men are 
“neatly at work on the Bah- 
ian cocoa plantations, com- 
pared with 480,000 in January 
last year. The Bahian cocoa 
sector is de timrafft^ g tKn* the 
government set up an emer- 
gency fine of credit to be used 
f or exp ort financing and 


amount 
Bah ian cocoa growers are 
victims rtf an international 
. domestic crisis. While steady 
consumption growth in recent 
years has narrowed the 
snppty surplus- somewhat the 
gap has remained substantial. 

World piw dij^iop [g expec t ed 


to exceed consumption by 
thfeyear. 


thins. 

"If emergency measures are 
not tak en ," said Mr Luis Rio 
Branco, executive director of 
the Brazilian Association of 
Cocoa Exporters, "we will no 
longer be able to produce and 
export cocoa from the «*»*«> of 
Bahia." . ... • 

Bahia contributed about 
350,000 tonnes of cocoa to the 
market in 1969; this yearns esti- 
mates are for a Rimiinr 


some 35(M)00 tonnes 

. The Brazilian cocoa sector is 
also goffering from tee domes- 
tic' economic situation. With 
Brazilian inflation Turing at 
rates over 15 per omt a wonft. 
cocoa prices have sta g na t ed. 

Moreover, a liquidity drain 
enforced by President Conor’s 
economic austerity plan h»» 
led to a credit crunch in Brazil- 
ian agriculture. Cocoa growers 
have no reso ur ce s to invest in 
tec hn o lo gy to improve produc- 
tion efficiency. E x po rte rs are 
also in tire need of funds. 

Bahian cocoa growers com- 
plain of unfair trading laws in 
the European Community. Bra- 
zilian cocoa is subjected to a 3 
per cent tariff within the Com- 
munity, while African cocoa 
enters freeborn any trade bar- 
rim-. 


EG fisheries ministers 
discuss compromise plan 


By Tim Dickson In Brussels 


EUROPEAN COMMUNITY 
Fisheries Ministers were last 
night discussing a eanxproaniae 
package of. measures to con- 
serve stocks 1 c£ while ' fish' in 
the North Sea. *• - • 

The outcome of their meet- 
ing in-Brussels — ' door sie pped 
amrtons ly by leading represen- 
tatives of the industry - was 
widely seen as vital for the 

future of th ousands of fidter* 

men in Scotiazid andthe Nartii 

of England, as well as for parts 
of the Uamsh -and German 
fleets. 

By early evening it was dear . 

flint f h» wm t mwH n fll dfl- 
ment of the Uommtostan’s pro- 
posal — increasing the mini- 


mum mesh net size from 90 
-mm -to 120 mm - had been 
rejected -by most member 


The 'expectation was that 
attempts would be made to 
reach, agreement on flm tuwfa 

. of a 110 nun TYitwfmTtm iriHwh, 

along with other technical 

mmTWlHittiiiHi 

Britain’s representative at 
the junior fisheries 

Mtointgr Mr David Currie - 
said that the UK refected Brus- 
sels’ plan for a separate whit- 
ing fishery but that he could 
agree to the proposed “one net 
per boaf" rule, except for ves- 
sels fishing outside ^ ■imimi U ji 
waters.' 


UK wheat 
exporters’ 
credit 

disadvantage 


By David Blackwell 


THE HOME Grown Cereals 
Authority, which is responsible 
for UK wheat export policy, is 
worried that UK wheat export- 
ers are operating at a disadvan- 
tage in the EC because they 
have no access to soft loans. 

The Export Credits Guaran- 
tee Department at the moment 
appears to be reluctant or 
unable to support wheat 
exports to the Soviet Union, 
one of toe biggest markets for 
grains, according to Mr Barry 
Bose of the H GCA’s exports 
promotion division. 

Mr Brian Nelson, chairman 
of the HGCA, pointed out yes- 
terday that Coface, the French 
grain exporting agency, had 
recently announced a FFrSbn 
(£510m) soft loan for the Soviet 
Union, which was believed to 
have bought 15m tonnes of 
French wheat and 500,000 
tonnes of barley. 

The market was intensely 
c o mpetitiv e, he said, and "we 
could lose sales, not because of 
any inability to supply grain of 
the right quality, at the right 
price, at toe right time, but 
because of the existence of soft 
teww »wd e xten d ed credit from 

Other EC nwntihar gtafo; rite . 
Irr rti rig i^nmpe tlti on - " 

If the UK fails to sell to the 
Soviet Union, sales of grain 
into intervention stores are 
likely to soar. Last year, UK 
Bales into intervention were 
virtually zero — in marked 
contrast to atnvwt 6m tnwnfis 
in 1985. The UK sold lm tonnes 
of wheat »wii im hmn»» of bar- 
ley to the USSR last year. 

• The HGCA is to increase 
spending on cereals research 
and development by £lm to 
£&5m from June next year. 

Mr Nelson said reduced 
funding of support prices 
through the EC’s Common 
Agricultural Policy and the 
HkeKhood of ftnther reductions 


Bumper harvest adds to Peking’s woes 

A special correspondent looks at China’s problem of plenty as grain prices slide 


following Gatt discussions had 
"inescapable implications" for 
growers’ margins. 

"We must ensure that R & D 
helps reduce unit production 
costs, encourages the produc- 
tion of cereals of a quality that 
the nrerka* rigirmmte and reCOg- 
xdaes the « mv t m m wiwifaii impli- 
cations of intensive farming." 


MINOR METALS PRICES 


Prices bum Metal Bulletin (last 
week’s In brackets)- 

ANTIMONY: Eu rope an free 
market 4&6 per cent, 9 per 
tonne, in warehouse, JJ530-L670 
(game). 

BISMUTH: Swopean free 
marfcet, mfa- 99J09 per cent, 9 
per ft, tonne totein warehouse, 
2.7WL90 (same). . 

CADMIUM: European free 
market, min. 99.5 pa cent, $ 
per ft, in warehouse, 3J50-L7S 
(L60-L90X 

COBALT: European free 
market, 99A per cent, * per lb. 


In warehouse, mo-12.75 (mo- 
rn©. 

MERCURY: European free 
market, min. 99M per cent, $ 
per 78 ft 21 ask, in warehouse, 
17D-185 (ga me). 

MOLYBDENUM: European 
free market, drummed mdyb- 
dic oxide, $ per lb Mo, in ware- 
house, 250-160 058168). 

SELENIUM: European free 
market, min 99A per cent. $ par 
lb, in warehou se, 460-5.40. 

TUNGSTEN ORE: European 
free market, standard mi"- 65 
per cent, % per tonne unit (10 


kg) WOrdL 37-49 (35-49). 

VANADIUM: European free 
market, min. S8 per cent,? a ft 

VO fdf, 125-235 (same)* 

. URANIUM: Nuexco 

ggfihwTigP value, 3 per lb, U€>? 
U.45 (same). 


(Aa at Monday's oioss) 


Aluminium 

OWf 


Metal 

Zinc 

Tin 


+3.100 to 297.900 
+800 Iu17ft450 

-S75 IB4M0O 
-812 to 3,488 
-1,775 #583426 
+80 to 11.125 


A SECOND successive 
bumper harvest is 
threatening a crisis lit 
China's countryside. Grain 
prices are falling and with 
application of the govern- 
ment's policy of buying up sur- 
pluses increasingly in doubt 
fears of rural unrest are grow- 
ing. 

“The government appears to 
be bnnlHng down from its origi- 
nal position of buying all 
excess grain,” one western 
agricultural expert said. 
“Instead, it has said it will buy 
whatever it is possible to pur- 
chase.” 

This year’s harvests of grain, 
potatoes and beaus are expec- 
ted to total about 425m tonnes, 
compared with an estimated 
407m tonnes last year, accord- 
ing to western observers. 

Under tbe agricultural 
reforms introduced in tbe 
eighties, farmers contracted 
with the state to produce a cer- 
tain quota of grain at low, 
fixed prices. The remainder is 
sold both to the free market 
and to the state at negotiable 
prices, slightly below free mar , 
ket levels. 

However, according to a Chi- 
nese economist, the bumper 
grain harvest this year has so 
far pushed free market prices 
about 15 per cent below state 
prices, bringing a commensu- 
rate fen in farmers’ incomes. 

“The government is worried 
about stability in the rural 
areas and about farmers decid- 
ing not to grow grain because 
of low prices,” he noted. 

To encourage fanners to con- 
tinue to grow grain, a recent 
national grain conference 
decided the state would buy all 
excess grain at set prices, offi- 
cial newspapers said. The cen- 
tral government does not want 
a repeat of 1984, when a bum- 
per harvest also depressed 


prices and prompted farmers to 
switch to growing other more 
profitable crops, diplomats 
said. 

In addition, to compensate 
fanners for their drop in 
Income, the state has ordered 
some state-owned enterprises 
and provinces to buy surplus 
grain at prices higher than 


for government credit notes. 

Farmers are also receiving 
different signals from some 
provincial governments, which 
are encouraging fanners to 
grow tobacco and other cash 
crops, not only because they 
are more Lucrative for the 
farmers, but also because they 
bring in more tax revenue. 


The government is worried about stability 
in the rural areas and about fanners decid- 
ing not to grow grain because of low prices 9 


either those paid for grain com- 
mitted to the state or current 
depressed free market levels. 

Despite the central govern- 
ment’s policy, it is not clear 
how effectively the administra- 
tive order is being imple- 
mented. “It is not being fol- 
lowed strictly," one western 
diplomat said. “Some provinces 
don’t have the funds to pur- 
chase excess grain or the place 
to store it." 

Of the money allocated to 
buy grain, the central govern- 
ment made only about 50 per 
cent available, «nri not all of 
that has been distributed to 
formers. Western diplomats 
said some of the funds were 
spent on non-productive mea- 
sures. 

A Chinese agricultural econ- 
omist also noted that the coun- 
try's tight credit policy had 
made it difficult for Chinese 
organisations to obtain the 
loans necessary to purchase 
the grain. Even state-run enter- 
prises were reluctant to buy 
grain, because of the cost of 
storing it. 

In the current situation, 
farmers have three choices: 
hold the grain until a later 
time when they can obtain 
cash; sell it on the free market; 
or, in some cases, exchange it 


The problem of a bumper 
harvest is compounded by 
inadequate storage and distri- 
bution facilities. The official 
Chinese media have reported 
that mountains of grain have 
been allowed to rot in toe 
countryside. 

Western diplomats believe 
that 30m to 40m tonnes of 
grain are lost each year, 
because of a severe shortage of 
grain silos and warehouses. 
Some grain is being stored in 
cinemas, army camps, and 
meeting halls, some Is lost in 
transit, while some is eaten by 
rats. 


C hinese officials say 
because the problem is 
so widespread, con- 
struction of warehouses and 
other new storage facilities is a 
top priority. “The state’s stor- 
age capacity is limited, but 
farmers face the same prob- 
lem,” said an official from the 
ministry of agriculture attend- 
ing the recent naHn^pi grain 
production conference in 
Peking. 

“The result is that some 
farmers are selling grain below 
toe state price. To stabilise the 
market »nH stimulate farmers 
to grow grain, tbe state b as 
taken steps to build temporary 


warehouses.’* 

The central government is 
not only planning to build 
more storage granaries, but is 
also exploring ways to improve 
management of those facilities. 
It is considering the establish- 
ment of a national grain 
reserve bureau which would be 
administered by the ministry 
of commerce. 

The bureau would determine 
where and how much grain is 
stored, and the areas that need 
it most It would function as a 
regulatory body under the 
state co uncil. 

China is also eMmiwing the 
possibility of expanding toe 
role of its collectives or of 
forming co-operatives at the 
provincial level, similar to 
those that can be found in Swe- 
den and Finland, where co-op- 
eratives perform market regu- 
lation functions, diplomats 
said. In those countries, they 
regulate overproduction, create 
rural industries, collectively 

buy fertilisers and disseminate 
agricultural information, 
among other duties. 

Although China collec- 
tives, they play a limited role 
compared with the co-opera- 
tives of Europe, a Chinese 
economist said. 

Apart from storage, another 
key issue discussed at the 
Peking conference was price 
reform. 

“It is an pTfan e nieiy sensitive 
issue and there axe no immedi- 
ate plans to move towards a 
free market system,” said the 
agricultural ministry official. 

Western diplomats and Chi- 
nese economists agree, how- 
ever, that price reform - rais- 
ing the price at which the state 
purchases grain from formers 
and eliminating subsidies to 
urban consumers - is crucial 
to improving the Chinese econ- 
omy. 


One western diplomat noted 
that the Chinese had said they 
planned to increase grain 
prices paid to farmers by up to 
20 per cent, but be declined to 
specify a time period. 

The government’s eventual 
goal is to increase gradually 
formers’ income and to reduce 
the huge subsidies the central 
government pays for medical 
benefits, housing, and food. It 
is also considering paying cash 
directly to urban consumers or 
gradually raising wages, a Chi- 
nese economist said. 

In an effort to keep farmers 
content the state had bought, 
by the end of October, 60m 
tonnes of grain, an increase of 
six per cent from last year, 
western diplomats estimated. 

Despite the record output, 
however, China’s average per 
capita grain consumption will 
drop this year to 370 kg, which 
is less than in 1984, because of 
population growth, said the 
China Daily, the official 
En glteTiJgng iffl g H newspaper. 

Still, because of toe record 
harvest, western diplomats 
predict wheat imports will fall 
to between 10m and 12m 
tonnes during the next year, 
compared with slightly more 
than ism tonnes last year. 

Moreover, as the autumn 
harvest ends, rural workers are 
already flooding into the cities 
seeking jobs. Rural unemploy- 
ment is high and low free mar- 
ket prices exacerbate the situa- 
tion by prompting more 
workers to leave the country- 
side in the hope of finding bet- 
ter paying jobs in the urban 
areas. 

The presence of growing 
numbers of disgruntled peas- 
ants in China’s major cities is 
a serious worry to a govern- 
ment that is still haunted by 
memories of last year’s Tianan- 
men Square massacre. 


Green pressure on coal miners 


By DavM Blackwell 


COAL MINING companies 
n«wd great flexibility to plan 
for the coming decade in the 
face of growing environmental 
pressures, according to a 
report on the world coal indus- 
try by Sheffield Energy & 
Resources Information Ser- 
vices. 

w hile the authors are "not 
yet terribly convinced by the 
a vailable scientific evidence for 
global warming,” they believe 
that future restrictions on 
emissions of carbon dioxide 
(the main greenhouse gas) 
"might have a differential 
impact .upon hard coal and 
brown/coal lignite producers." 

They are convinced, how- 
ever, that impending legisla- 
tion in both the US and else- 
where over pollution from arid 
rain (caused by sulphur diox- 
ide) will increase the search for 
and value of low sulphur coal. 
The report points out that com- 
panies with good reserves of 


low sulphur coal see this as a 
major market advantage. 

By concentrating too much 
on one targe t a company may 
be in danger of locking itself 
into an infi««ihig position, the 
report warns. British Coal has 
over the past decade targetted 
nnit costs, with the result that 
most of its mines in Kent, Scot- 
land and South Wales have 
been shut. "Unfortunately it 
was in these regions that low 
sulphur coal predominated." 

High sulphur content is one 
of the big problems of eastern 
Europe’s coal industry, coupled 
with low productivity and com- 
mercial losses. This would be 
expected to result in a continu- 
ing rundown of output, with 
the gap being filled by a combi- 
nation of alternative fuels, 
energy conservation and for- 
eign imports, says the report 

However the present energy 
crisis in the region brought 
about by massively higher 


Soviet oil prices, combined 
with a cut in ofl supplies from 
both the Soviet Union and Iraq 
and continuing problems with 
miHaar energy, mean that the 
Industry "may well receive a 
new 1 «wp of life." 

The eastern Europe industry 
is inevitably chang in g rapidly, 
and tbe UN Economic Commis- 
sion for Europe has sponsored 
talks between east and west on 
ada p tin g it to the mar ket No 
consensus has emerged - but 
eastern delegates “have been 
surprised by the extent to 
which the coal companies of 
western Europe remain pro- 
tected, supported and regu- 
lated by the State." 

Coal Companies Worldwide: 
Competition and Performance 
Indicators. Val 2. By Ian 
Rutledge and Phd Wright Shef- 
field Energy & Resources Infor- 
mation Services, 103 Carter 
Knowle Road, Sheffield S72DY. 
£295 inc. p & p. 


Zambia frees gem trade 


By Mike Hall in Lusaka 


THE ZAMBIAN government, 
under pressure from miners 
and aid donors, bag liberalised 
the processing and marketing 
of gemstones, a potentially 
important foreign exchange 
earner. 

Small-scale miners have wel- 
comed the unexpected 
announcement by Mr Gibson 
Chigaga, the finance minister, 
in his 1991 budget speech. 

Mr Chigaga said it was esti- 
mated Zambia exported 
US$200m worth of gemstones 
although only $lDm was offi- 
cially recorded. “In order to 
redress this discrepancy, those 
intending to set up companies 
to market abroad or at borne or 
cut and polish stones are now 
free to do so," Mr Chigaga said. 

Miners will be entitled to 
retain 50 per cent of foreign 
exchange earnings, Instead of 
20 per cent A gemstone board, 
run by miners, and an auction 
system will be est ablishe d. 


The government has allo- 
cated about $250,000 to the 
board which will cater for 
tr aining , purchase of equip- 
ment and other miners’ needs. 
"The government has accepted 
almost all the proposals we put 
forward,” said Mr Arthur 
Yoyo, chairman of the Gem- 
stone and Precious Metals 
Association. “We now have to 
prove that what we have been 
saying is actually possible.” 

It is estimated Zambia pro- 
duces about 20 per cent of the 
world’s rough emeralds. Ame- 
thyst, aquamarine, garnets and 
tourmaline are also mined, 
mostly by about 200 small-scale 
miners. Many were forced to 
sell their output illegally to 
smugglers to obtain a realistic 
price. “The smugglers are 
going to be out of business 
now," scud one miner. 

Miners estimate that the 
board will employ about 200 
people and handle Sim a day. 


WORLD COMMODITIES PRICES 


MARKET REPORT 


Aluminium prices found support 
on the LME yesterday after a 
morning dip below $1,600 a tonne 
tor three-month metal. Traders 
said Far East selling hit the market 
early and saw three-month 
business down to 51,592. But at 
this level support emerged from 
trade buying arid short covering. 

A stock rise of 3,100 tonnes in 
LME warehouses was smaller 
than some traders had forecast 
IPAI data showing western world 
smarter output at a record 39.200 
tonnes a day In October made 
no Impact on the market Zinc 
prices rose on an LME stocks tall 
of 1,775 tonnes, which triggered 
short covering up to $1,280 a tonne 

London Markets 


for three-month metal, but there 
was Insufficient follow through 
buying to.test resistance above 
IMs and prices later fall back in 
thin trading. News of a 612-tonne 
drop In LME nickel stocks, in 
contrast to expectations of a small 
rise, helped the market to recover 
some of Monday’s losses. In 
Chicago soyabeans were under 
pressure at mkkJay after toe 
bearish news from Parte that 
President Bush had not offered 
food aid or a credit package to 
the Soviet Union. Traders on 
Monday bought futures amid 
hopes such an offer would be 
made. 

Compiled from Reuters 



- Latte 

Ion PCX 

C/tonne 


Close 

Prevtaua 

High/Low 

Dac 

701 

090 

710 894 

Mar 

7EO 

752 

7SB 742 

May 

774 

778 

7B4 7B9 

Jtd 

796 

798 

808 703 

Sap 

SIS 

S20 

827 814 

Dec 

841 

840 

852 839 

Mar 

888 

875 

877 885 


Ttarwwr 11164 (13080) lots of 10 tonnes 
ICCO Indicator prices (SORs per tonne). Dally 
price tor Nov IB 001 JO (00041) 10 day average 
tor Nov 20 90SJQ7 (886.17) 


com 

Ol - La 

don POX 

C/lonna 


Ctoaa 

Provtoua 

Hlgh/Low 

Nov 

6B2 

685 

572 680 


575 

678 

585 673 

Mar 

657 

S63 

670 596 

May 

561 

687 

573 66B 

Jul 

677 

582 

687 674 

Sap 

593 

597 

804 802 

Nor 

870 

817 



■ ^knw*n 

MBTAL BXC 

MUM 

(Prices supplied by Amalgamated Metal Trading) 


Ctoaa 

Prevtaua 

High/Low 

AM Official 

Kart* dose Open Interest 

AlumMom, asr* portly (S par tamo) 



Total daily turnover 17.705 lota 

Cash 

3 months 

1570-5 

1808-10 

1570-6 

1608-10 

136871588 

1608/1692 

15680 

1600-1 

1807-6 63.384 tats 

Capper, Breda A (2 par tonne) 



Total dally turnover 20.568 torn 

Cash 

3 months 

1329-30 

1322-3 

132060 

1322-3 

1326/1314 

1326/1313 

131+6 

1314-6 

1321-3 108.373 tats 

Land (E par tonne) 




Total dally turnover 1.860 Iota 

Cash 

3 months 

36V2 

357-8 

361-2 

367-8 

34BT348J 

358/353 

349-0J5 

354-6 

355-7 11.374 tea 

Mcfeel (* par tome) 




Total dally turnover 1.925 kaa 

Cash 

3 mortlai 

8475-625 

82SO-75 

847S62S 

8250-76 

8375/8300 

8688-76 

8310-25 

8375-400 7.836 tots 

Tin ($ par tonne) 




Total dally turnover 824 tats 

Cash 

3 months 

810*206 

6200-5 

8195-305 

8200-5 

6210/8205 

6210/6200 

6206-10 

81086 

6205-10 9.105 tats 

Bee. Special High Orada (3 par tonne) 



Total daily turnover 2.783 late 


CRUDE OK. (Light) 42X00 US galla S/barrel 


Latest Previous Hlgh/Low 


Chicago 


3 months 1272-6 


1265-00 

1272-6 


1233/1282 

1275/1267 


12824 

1271-2 


1273-5 


20.071 tots 


spot ■Ainans 

Credo aB (per barrel FOB) 

. + or- 

Dubai 

Brere Blend (dated) 

Brent Blend (January) 
W.T.L (ipntofl 

S2460-4J1M -1JSS 
*2085*96 -1-45 
S28L55&6S -IM 
*2ftSML3»r -1-4S 

(NWE prompt dathiary per tonne OF) + or- 

Premium QasaBne 

Gas Oil 

Heavy Fuel OB 

Naphtha 

Patrotouif Argua Eatonetes 

*281-886 

S288-290 -7 

*181-483 +1 

*283-288 -05 


+ or- 


SUGAR 

- Lm* 

an POX 

(J par tonne) 

Rear 

Ctoaa 

Prevtaua 

HJgh/Low 

Deo 

22400 

9ok an 

220X0 

Mar 

2HLB0 

218X0 

21830 216X0 

May 

21330 

21340 

2TBX0 21BXO 

Aug 

221X0 

221X0 

220X0 

Oct 

21030 

219X0 

220X0 219X0 

Dac 

221X0 

220X0 

217X0 

Mar 

223X0 

220X0 

218X0 


Turnover 3100 (2736) lots of 5 tonnee 
ICO indicator prime (US carta per pound) ter 
NOV 1ft Comp. daHy 6000 (68.00). 10 day aver- 
age 7020 (7042) 


LME Ctoelng OS rate: 
SPOT: 1.9600 


3 months: 1-9*12 


3 mon ths: 1-8222 


9 months: 10037 


POTATOES - 


C/tonne 



Ctaee 

Prevtaua 

Mgh/Low 


1473 

1443 

4400 1433 

May 

167.7 

164X 

167X 163.1 


Odd (One ox) 5 prtoa 


£ equivalent 


New York 


Gold (per troy «)* 
Sflver (portray 
Platinum (par tray ez) 
Palladium (par troy <g) 


$37000 

411c 

S41&5 


VtteT 

cioaa 

Prevtaua 

Wgb/Low 

Mar 

2B6X 

297X 

297 X 296 X 

May 

206X 

207X 

207X 206.6 

Aug 

3003 

301 X 

301X3005 

Oct 

284X 

2S4X 

284.0 2B3X 

Deo 

200-5 

2B1X 

SBIjO 2803 

Mar 

281X 

2815 

261X 280L6 

May 

262X 

282-S 

2B2X 


Turrtovmr 113 (206) iota of 40 tonnes. 



Ctoaa 

Previous 

HJgteLovr ’ 

Apr 

117X0 

119.00 

110.00 117X0 


iwxo 

110X0 

110X0 118-00 


118X0 

120X0 

110X0 118X0 

Oct 

110X0 


110X0 


$1570 
124C 
50c . 
3070 


White 710 (748) 

Parte- White (FFr per tonne); Mar 1482. May 
1487, Aug 1616, Oct «t 


Turnover 202 (60) tote cd 20 tonnee. 


SKVtndm point 


Aiianiniuni (tea market) 

Copper (U3 Produced 
Lead (US Produoer) 

Nickel 9me mutmt ) _ - ■ - 

Tin (Koala Lumpur inaifest) ISSOr 
Tin (New Tor*) ®F C 

zinc (US Prime WOeMfri) 70c 

Catfa (Uve weJghOt 
Sheep (dead welgMtf 
Ptq, (Itvm wmlghpr 71.1fo_ 


Stone) 


Latest Prevtow Hgft/Low 


London dally auger (raw) S25&Ae 

SSSSKS «**»*%»' 

Tate end Lyle enpOrt pm» tXff J) 

Barley (Enpflab tee d) , 

Mai» (US MS. S yellowt 
Wheat (US Pent Northern) £S1u 


+0X1 

+1 

Jan 

Fab 

Mar 

WC index 

2ft 40 
27.60 
27X0 
28X6 

2RB2 

28X8 

27X3 

29X1 

28X5 23 <0 

28X0 27X0 

27X6 27X0 

-«A0* 

Turnover; 135t8 (14220) 


-4 ser 

OABO0. 

- to* 


S/cm 



dose 

Previous 

HgWLoa 

Nov 

1390 

1328 

1325 1325 

Dae 

1323 

1308 

1320 1314 


1204 

1272 

1204 1275 

Apr 

1246 

1234 

1246 1235 

Jul 

1095 

1026 

1036 

BR 

1305 

1300 



Turnover 122 (W6) 


-M 

•U 


+05 


Ruttoer (OeeMp 
Rubber (Jan) 1 ? 


m-oop +J® 

s^;s , i5 s *.iwSS. 

Coconut o« (Ptebf^srt mgT 

Palm OH (MaleyatanJB Wfi 

Copra (PhlBppiitee)l +1 

Soyabeans (US) ■ 

Cooon “A" tody _ 

Htooltope (0*0 Sup*«) “W 


Ljtact Prevtaua Hgh/Low 

Dk 27250 276.78 277.00 271L0Q 

jm 282-30 2B&SO 284.75 2SSM 

M, 740-60 251-25 25000 34000 

. u» 233.00 230.73 *38L» 23120 

«ar 22&tt 22X00 22S00 21S2S 

|J^ glS-00 22000 31BJ0 218.00 


Turnover 7 M3 (17912) lota oMOO tonnee 


E • tonne unless othamdee atatod. p-penoart(8. 
Minato. MtaggWto «Htovrt)ea. 

^ *H*clJan Commtaton 

average tatatock prioafc “ change Sttm e week 


un eimdan phyatoal marfOBL iCF Rottefta"- 


jure 

C & 1 Dundee BTC 1530, BWC SEBLBTD 
■480 BWD S48S; c Hid 1 Antwerp BTC Hid. 
BMC *51ft BTD *450. BWC MB. 


Urarpoo+Spot end eMpment aalaa tor toe 
week ended IB November amounted to Z47 
tonnae. c om pa red to 128 tonnea In the 
prevtaua weak. 


BUM 

- arm 


Ertonna 

WWW 

Ctaee 

Prawloue 

Hlgh/Low 

Nov 

115X0 

IlftOO 

116X0 

Jan 

119X5 

119X0 

119.70 110X5 


IZ3XO 

T23.80 

129X0 123X0 

May 

126X0 

127X0 

126X0 12ft 70 


128X5 

123X0 


Sep 

109.25 


10925 

Barley 

Close 

Previous 

Hlgh/Low 

Nov 

113X0 

113.10 

113X0 112.75 

Jan 

IlftOO 

IlftOO 

IlftOO 

Mar 

110.40 

119X0 

11940 


Ctoaa 
Opening 
Moraine tot 
Afternoon Ox 
Day's Ngh 
Day's low 

3771, -378*4 
38014-381 U 
370X0 

380X0 

381-381 »f 

37BV -3771a 

101 04 - 102 14 

183-193 *z 

19&444 

102603 

Cotas 

S price 

E equivalent 

Mapfetefl! 

300-304 

107 * 2-20013 

Britannia 

WXJIAP4 

107*2 ^00*2 

US Eagle 

389-394 

107 ( 3 - 200*2 

Angel 

389-384 

197*2-200 *3 

Krugerrand 

377-300 

101*2-103 

New Sev. 

80-01 

4548 

OM Sov. 

89-01 

45-48 

Noble Pl*t 

48350480^5 

21 4,75-21 92Q 

SBvor ftc 

p/Bna oz 

US CIS equhr 

Spot 

210.15 

414XS 

3 months 

217X5 

482X5 

6 months 

22345 

430-30 

12 months 

236JQ 

440.45 


SOLO too tray oz4 Sftroy az. 



Close 

Previous 

Htoh/Low 


Nov 

377X 

381 A 

0 

0 

Dec 

37BX 

3SZ4 

381X 

3703 

Jan 

380.4 

384.2 

0 

0 

Feft 

381.7 

38SX 

3B4X 

380X 

Apr 

385X 

S8&9 

387X 

383.0 

Jun 

388.6 

3B2.S 

387.7 

387.7 

Aug 

391X 

3958 

391X 

381 X 

Oct 

395-3 

309-2 

0 

0 

Dec 

396X 

402.7 

4005 

3895 


PLATMUH 60 troy 0*; 9/trey oz. 



Ctoaa 

Previous 

Hlgh/Low 


Jan 

4192 

4T7X 

4195 

414X 

Apr 

4192 

421 . a 

423.0 

417X 

Jul 

423.0 

425X 

426.7 

423.0 

Oct 

4272 

4302 

4305 

427X 


SILVER 5.000 trey ez; centeftroy oz. 


Turnover’ tote «4 100 tonnes. 


MOB- 

an 


(Cash Settlement) p/kg 


Close 

Previous Hlgh/Low 

NOV 

855 

05.5 



395 

SOLS 

900 895 

Fob 

SIX 

01X 

905 


CoBsa 

Jan 

Mar 

Jan 

Mar 

500 

75 

87 

1 

10 

SO 

34 

35 

10 

28 

800 

11 

17 

37 

60 

Cocoa 

Dae 

M8T 

Deo 

Mar 

660 

60 




TOO 

8 

75 

81 

27 

750 


49 

50 

50 

Breed Crude 

Jan 

Fob 

Jan 

Feb 

2900 

1^ 





Turnover 22 (28) late o» 3^60 Kg 


2950 

3000 



Ctese 

Provtoua 

High 

Nov 

4102 

413X 

0 

0 

Dec 

41 IX 

414.0 

414X 

Ana n 

Jan 

4130 

416.0 

a 

0 

Mar 

4196 

422X 

422X 

417X 

May 

42X5 

428.8 

427X 

4 MX 

Jul 

431X 

434.6 

433X 

431X 

Sep 

437.1 

4404 

0 

0 

Dec 

4494 

4407 

4490 

44SX 

Jan 

447.8 

460.9 

0 

0 

Mar 

454.1 

457 A 

0 

0 

HIGH GRADE COPPER 25X00 Uw cents/lb* 


Close 

Previous 

Hlgh/Low 


Nov 

11905 

11915 

11BX0 

117.70 

One 

J1945 

US. 10 

1 17X5 

115.30 

Jon 

115X5 

114X0 

11920 

115X0 

Mar 

111.75 

112X0 

112.45 

111X0 

Apr 

11056 

110X0 

0 

0 

May 

106 .00 

10945 

10970 

10930 

Jun 

107X0 

106.45 

0 

0 

Jul 

TOTXO 

107.73 

107.75 

107X0 

Aug 

106X0 

10980 

0 

a 

Sep 

105.10 

105X0 

0 

0 


Jan 

29X5 

30.72 

30.75 

2910 

Fab 

2985 

20.74 

24X0 

2940 

Mar 

28X0 

28.74 

28X0 

27.70 

Apr 

27.02 

27.78 

27.70 

28X0 

May 

2920 

20X6 

26X0 

26X0 

Jun 

25X0 

26.11 

26.25 

25X0 

Jul 

25.40 

2936 

25.46 



24X0 

25.13 

2500 

24X5 


24.75 

24-75 

24.75 

24. SO 

Oct 

24.40 

24.42 

24.46 

24X8 

fEATWS OB. 42X00 US galla. centaAJS galls 


Latest 

Previous 

Hlgh/Low 


Dac 

8556 

8878 

8870 

0480 

Jan 

8480 

8645 

8630 

8370 

Fab 

8210 

8307 

8375 

8120 

Mar 

7730 

7962 

7800 

7870 

Apr 

7315 

7507 

7456 

7280 

May 

7100 

7197 

7130 

7050 

Jun 

8880 

6992 

7050 

6869 

Jul 

8774 

8877 

6830 

8774 

Aug 

8860 

6902 

6880 

6830 

COCOA 10 tennasX/tonme 


Ctoee 

Prevtaua 

Hlgh/Low 


Dee 

1308 

1202 

1313 

1297 

Mar 

1357 

1343 

1387 

1347 

May 

1392 

1376 

1402 

1383 

Jot 

1429 

1420 

1434 

1424 

Sep 

1484 

1455 

a 

0 

Dec 

14B8 

1469 

0 

0 

Mar 

1533 

152ft 

1528 

1520 

COFFEE -C" 37X00lba; certs/lbs 


Ctoaa 

Previous 

Hlgh/Low 


Dec 

82.70 

84X5 

84.75 

82X5 

Mar 

BMO 

8825 

88X0 

86X0 

May 

88X5 

90X0 

90X0 

88X0 

JUI 

91.10 

02X5 

92.90 

90X5 

Sep 

83^0 

94.75 

94X5 

94X0 

Dee 

96X5 

87.40 

O 

<7 

Mar 

97.75 

99.40 

0 

0 

SUGAR WORLD “11" 112X00 Iba: cents/lfaa 


Close 

Previous 

Hlgh/Low 


Mar 

977 

9X5 

984 

972 

May 

979 

8X3 

984 

9.75 

Jul 

952 

0X4 

9B5 

975 

Oct 

8 X 1 

983 

8X3 

9.7S 

Mar 

0.00 

9.88 

990 

0X0 

COTTON 50X00: eante/ibs 


Ctoaa 

Prevtaua 

Hlgh/Low 


Dec 

74X0 

74X4 

74.74 

74X0 

Mar 

73X5 

73.65 

73X0 

7921 

May 

73.48 

73XS 

74.10 

73.40 

JUI 

73X2 

74X0 

74X5 

73.82 

Oct 

67.70 

07.78 

67X1 

87.76 

Dec 

65X7 

65.53 

6660 

65.40 

Mar 

66.05 

8828 


6920 

ORANGE JUICE 15,000 lbs; centsAba 


Close 

Prevtaua 

High/Low 



SOYABEANS 5,000 bu min; centa/KM busted 



Close 

Previous 

High/Low 


Nov 

567/0 

688/0 

665/0 

656/0 

Jun 

568*2 

57W 6 

578/4 

564/2 

Mar 

582/4 

59470 

590/0 

578/6 

May 

606/2 

607/8 

604/4 

592/4 

Jul 

60872 

619/6 

615/4 

604/6 

Aug 

610/6 

822/4 

015/4 

608/0 

Sep 

806/0 

612/4 

610/D 

002/0 

Nov 

804/0 

810/0 

609/4 

001/4 


SOYABEAN OB. 60,000 Iba: cente/lb 



Ctoaa 

Prevtaua 

Hlgh/Low 


Dee 

19X5 

20.14 

2913 

1978 

Jan 

20.13 

20.41 

20.38 

2905 

Mar 

20X4 

00X4 

2980 

2945 

May 

20X5 

21X8 

21.16 

20X7 

Jul 

21X5 

21X8 

21.47 

21X0 

Aug 

21X8 

21.68 

21X5 

21X9 

Sep 

21X7 

21.66 

21.68 

21X0 

Oct 

21.45 

21.66 

21.68 

21.40 


SOYABEAN MEAL 100 tons; S/ton 



Ctaee 

Previous 

Hlgh/Low 


Oec 

171X 

174.9 

1798 

1700 


174X 

177.4 

176.0 

172X 

Mar 

177X 

181.3 

180-3 

176X 

May 

1802 

183-8 

183.0 

1790 

Jul 

183X 

186.6 

1890 

181 X 

Aug 

184.7 

1890 

187.0 

183.8 


183.6 

1B8.0 

1895 

183.0 

Oct 

1B1X 

184-0 

1B2X 

181-6 


MAIZE 5,000 bu min; cartU/SBIb busted 



Close 

Previous 

Hlgh/Low 


Dec 

221/8 

227/4 

228/6 

221/4 

Mar 

232/2 

237/8 

237/0 

232/0 

May 

240/0 

245/0 

244/0 

233/0 

Jut 

246/2 

251/2 

250*8 

248/0 

Sep 

247/2 

290/4 

250/0 

246/4 

Dee 

248/6 

251 /B 

250/4 

247/6 

Mar 

254/4 

250/6 

257 /O 

254/4 


WHEAT 6.000 bu min; centsnoib-bushel 



Close 

Previous 

Hlgh/Low 


Dec 

246/2 

262/6 

251/0 

S44/0 


260/2 

263/0 

285/4 

2SB/8 

May 

268/4 

277/0 

275/4 

£68/4 

Jul 

278/0 

283/4 

291/4 

275/0 

S«p 

281/4 

288/4 

786/0 

281/0 

Dec 

294/0 

300/0 

296/4 

233/0 


UVE CATTLE 40 X 00 lbs: cents/lbs 


Jan 113.10 110.40 

Mar 114.10 111.70 

May 114.70 11230 

Jul 114.70 112-40 

Sap 114.70 112.40 


113 JO 
114.25 
114.00 
115J36 
0 


110.75 
112A0 

112.75 
11100 
0 


REUTERS (Bane: September 18 1031 - 100) 
Non Zb Nov IS mnth ape yr ago 


1703.4 1730J) 1734 J) 1844.7 


DOW JONES |Ba»a: Deg 31 107* ~ 100) 
Nov 19 Nov 18 mnth ago yr i 


Spot 123.47 12Z.98 I2SJT 13BJS 
Futures 12SB1 12531 128J» 13105 



Close 

Prevtaua 

Hlgh/Low 



79.12 

79X2 

79.62 

78.82 

Feb 

75X5 

78X0 

78.37 

75X0 

Apr 

75.85 

70.57 

76.42 

76X0 


73X0 

74.17 

74.12 

73.75 


72.17 

72X2 

72.46 

72.10 

Oct 

72-22 

72.70 

72X0 

72X2 

Dac 

73X5 

73.10 

73.10 

73X5 

UVE KOOS 30X00 lb; estns/lbs 


Clone 

Previous 

High/Lew 



63. ID 

53.60 

6942 

52X6 

Fab 

51X2 

52X7 

52X0 

SO 82 

Apr 

48.50 

4940 

4930 

48.17 


52.47 


S3X5 

52.15 

Jul 

52, 7S 

53X2 

53.00 

62.40 


50X7 

51X0 

60X5 

50.65 

Oct 

45X0 

46.36 

46.10 

46X0 

Dec 

45X0 

45.60 

45.90 

0 

PORK BELLIES 40,000 (tex cente/lb 


Close 

Previous 

Hlgh/Low 


Fob 

70X0 

72X0 

71.70 

70X0 

Mar 

70.00 

72.00 

71 40 

70X0 

May 

70X5 

72X9 

71.70 

70X6 

Jul 

897Q 

71.70 

71.15 

60.70 

Aug 

68X0 

6&90 

68X5 

66X0 


. -vt 


J 


TN 0122 33S1M“(ob d _ h__| 






•’»X- 


NatWest 


Last year, Australian Airlines 
decided to buy three new Boeing 
aircraft e 

They opted for a Foreign Sales 
Corporation lease and then asked 
NatWest to help structure the deal. 

This was a highly complex inno- 
vation but nonetheless typical of 
the way in which we work. 

We are committed to finding 


new ways of handling our clients 
more intricate requirements which 

,s wh y- in *987. we established the 
Aerospace Agency 

Working within our Aerospace 
L-roup and alongside our specialists 

In leasing and syndicated loans 

““ ex P ert uni < now handles' 
business worth £ 11.5 billion 

This finances 350 aircraft for 9 


6 com Panies in association 
°^r 300 banks. And thes^ 
f " e conrinuing to climb, 
your own finances could 
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NANCIAt TIMES WEntJP^ a 


^NOVEMBER 21 1990 




LONDON STOCK EXCHANGE 


Some big trades late in the session 


FINANCIAL TIMES STOCK INDICES 




yXKMKESS in sterling 
wesmay revived stock market 
■* * wriy cut in uk 
S eleeli v C baying- 


Qe w n u noni Sacs 


smarting f hn m the <fa eW«n to 




- mrTT? mstt 

*■ ms 

«* uclostog level com. 

l?^i^LS e J 4100 ®S 

F ^ time in mst over 
tfa« »re k». The W w'g 
hoaness saw same large sham 
deals mating across the deal- 

sawas-E 
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three large trading 
ptograunues from leading seen- 
rlties hooses, indndtng jq 


thB. market's Gamma sector 
which contains the mna l l^ 
g »” P OTTftS with a fall quota, 
non fa London. Two other 

programmes were also 
rep orte d later in the day. 

■jp^ mao d far stocks, in 
FT-Sfi ioo Hat was somewhat 
Patch y but often fairly anb- 
stentiaL A singe deal of 5.6m. 
shares in Midland Bank 
attracted attention faro in the 
sesshxi; other leading stocks to 
record high volume included 
Prudential, which, was attil 


mss, British Steel and Argyll, 
the food company. Interest rate 
sensitive stocks, including 
building m at Aria! and p roperty 
issues, also moved higher. 

At the day's peak, the FT-SE 
fades was ahond by more than 
27 points. The market came off 
its best when Wall Street 
opened to show a £aQ of li£ 
Bow points in London trading 
hoars. At its final reading of 
2,1152, the FT-SE Index was 
las points upon the day. Seaq 
volume jumped to 518.9m 
shares from Monday’s 400.6m. 
The Increase in turnover came 
largely towards the end of the 
session and included a sharp 
increase in gamma stock turn- 
over from 84.7m to 74.4n. 

The return of the sterling 
exchange rate to above DMZ91 
or 94.2 on the sterling 


exchange rate index buttressed 
toe equity market’s hopes that 
UK interest rates can be cut 
again soon in order to relieve 
recessionary pressures on the 
UK economy. Domestic money 
supply data for October, 
released yesterday, showed the 
expected fall in bank and build- 
ing society lending, although 
at £L6bn it was slightly higher 
than some City forecasts. 
ffloaring hank tending figures 
indicated that borrowing by 
individuals was flat, a sign 
welcomed in the stock market 
that high interest rates may 
have completed their task of 
squeezing out the excess in 
consumer spending. 

“All the economic numbers 
are going the market's way," 
commented Mr Bill Smith, 
chief equity strategist at Bar- 
clays de Zoete Wedd. “The 
question is, will the currency 


allow interest rates to fall 
when the; shnnld do so?" 

The corporate scene 
remai ned somewhat troubled 
with WFP, the world’s largest 
marketing services group, com- 
ing under further heavy pres- 
sure as the market pondered 
the warning on profits from Mr 
Martin Sorrell, the chief execu- 
tive. However, on the brighter 
side was a maintained dividend 
from ECC, the building materi- 
als group. 

The stock market appeared 
to be taking an ambiguous 
view on the Conservative party 
leadership election, the result 
of the first round of voting 
coming after the London mar- 
ket had dosed. Traders were 
hoping lor an end to the politi- 
cal uncertainty through a 
clear-cut outcome on the first 
ballot by Conservative mem- 
bers of parliament 
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Further 
setback 
for WPP 


FT- Actuaries kxlcas rebasad 
110 


WPP saw its shares dedme 164 
to ll^J as worries grew over 
the a bility of the marketing 
servjcro company to service its 

large debt burden. In the two 
days since the group issued a 
profits warning the shares 
nave fallen by 70 per cent. 
There were signs of pa»yte sell- 
ing by at least one mntitoHr«p 
as some brokers suggested the 
shares could fall further. 

Turnover yesterday was 
around fou r times Its no rmal - 
level. WPP trades are not 
recorded on the Seaq screens, 
but analysts estimated that it 
was around 3m. fa the wake of 
the profits warning, analysts 
lowered their forecasts by 
£2Qm far this year to azotmd 
SSftflOm. 

This compares with £75m 
last year and expectations of 
£70-80m next year, atthough ' 
Barclays de Zoete Wed d is on 
£65m. 



the o u fp wfnriM ance of the brewery sector relative to the FT-A 
All-Share index tide year owes ™««* to its inherent defensive 
qualifies. The 1— gestoMahed view that brewing stocks are 
rdativetr recession-proof appears unchangeddn spite of propos- 
als fry the Monopolies and Mergers Comm (salon far riumg m* fa 
^te -ground rales far industry. The first m »j<w in fhic 
context is the proposed assets swap of breweries for pubs 
between Chand Metropolitan and Sides JXL, which Mr Peter 
Lffley, UK. secretary far trade and industry, said yesterday he 
would allair. • 


ECC surprise 

Industrial mate rials gr ou p 
ECC surprised and pleased the 

muHrwfc hy w^ il r itrtning tfiftJte 

idend payment In spite of 
depresting annual results. 
More importantly, it encour- 
aged hopes of the same tevd 
being held in 199L The shares 
tints rebounded toSMp before 
dosing 8 vp on toe session at. 
amp. 

Anmxal profits were down 43 
per cent at £8&dm and were 
worse than expected becanse of 
heavy exceptional debits, Esti- 
mates of 1991 profits were low- 
ered and finally Ml within the 
wide rangB of £9an to niSm, 
mainly, owing to margbss weak- 
ness in kaolin prices and 
increased US competition. 

ECC wooM not be diawn on 
detailed prospects, but one 
analyst thought the market 
was showing a major act of 
faith in the new chief execu- 
tive, Mr Andrew Teare. Earn- 
ings win need to recover sub- 
stantially to justify the current 
level of dividend, he said. 


However, Midland Bank is 
itself the centre of bid 
tom through its association 

with BnnpKmg aiffl S hin » |» Ha l 

Banking Corporation. There 


♦hat the lum|f was increasing 
its stake in Midland Hank after 
some 8.6m shares 

were traded fadudfng a late 
. block of SAm. Hontfong cur- 
rently has a 1A9 per cent hold- 
ing in Midland and would need 
Bank of Un giand approval fir 
any increase under present 
agreements. Midland finished a 
higher at 13Sp, while Hong- 
Kong dosed undumgBd at sop. 

Beckttt fkilnwm wi flh mif 
a fen c£ 25 to 14260p. The hcrase- 
hdd and toilehcy mater's share 
price was hit afte r PB S Phillip s 
Sc Drew lowered its e a rnin g s 
fcrecast from 2243m to £235m 
Jn the year to and from £280m 
to £265m in the next year. 

Mr lan Moore at DBS 
IVIttpB- & Drew attributed, the 
lower forecast to a poor out- 
look In BrazQ, where a 50 per 
cent fall in profits was antici- 
pated due to the gfaggfeb eco- 
nomic environment. Particu- 
larly hard hit was the group’s 
industrial h n*rinP«K 

which is sensitive to the slow- 
down. in the economy. How- 


ever, Mr Moore said: “The teg 
concern is currency and infla- 
tion worries in BrazS" which 
accounts for three-quarters of 
the group’s Latin American 
pr ofi ts . Fteons uhnflaHy came 
under pr e ssur e, shmrfnc 9 to 
364p, although there was no 
apparent reason for the weak- 
ness. ‘Tfs all a tilt at a mystezy 
to us why the shares are 
down," said Mr itohm Gilbert 
at James CapeL He aiMai that 
the company was stni consid- 
ered H mnwmwpnifafa'nn. 

Elsewhere, the pharmaceuti- 
cals sector mirrored the mar- 
ket's strength and enjoyed a 
number of healthy gains. 
Glaxo rose 10 to 787p and 1(2 
added 12 to 878pi 

Barclays Bank led a gener- 
ally firmer trend mwnng lead- 
ing bank stocks. Traders 
stressed that the bank has 
lagged behind the recent sector 
rise, and the i m provement of 9 
to 374p was mostly a catch* 
ing-up process. 

Anglo Irish Bank showed no 
reaction to an increase in full 
year profits and a rise in the 
awwnai dividend. The company 
stressed that it was unrealistic 
to expect growth in the coming 
year to match that of the past 
four years. 



Banking reports 

Activity in the banking sec- 
tor was focused on rumours of 
a rpggfote association between 
tfUDand Bank and Prudential 
Corpor ati on. PrudenfiaTs deci- 
sion to sell its property ana 
division, Prudential Pro perty 


NEW HIGHS AND LOWS FOR 1990 


Prudential Corpo ratio n fin- 
ished unchanged at 200p 
although turnover was high at 
8J3m shares. 

The distinction of being the 
most actively traded stock 
went to British SteeL Some 
ISm Shares rhnngpH hands ns 
the debate raged an whether 
the group would be able to fal- 
low the progressive dividend 
policy clause made in its priva- 
tisation prospectus. The shares 
a gain moved against the wider 
market trend, losing 2 to 

U2%Pl 

BAA, the ai rp o rts operator, 
advanced 7 to 384p after 
announcing higher interim 
profit s of £205m compared with 
£186m. Increased first-half 
earnings also helped Babcock 
International, the shares gain- 
ing 3 to 40p. News that Ranlr of 
New York nominees had an 
interest of 3 per cent lifted TI 
Group 11 to 4Q2p. GKN also 
performed strongly with a rise 
of 10 to 315p. 

The government’s decision 
to allow the proposed Grand 
Metrop olitan /Fitter s DT[ , assets 
swap deal once the companies 

hail given fontnal mwtertakinpi 
proved to be a damp squib for 
the bre w ery sector. 

Traders woe pleased about 
the outcome to such an impor- 
tant issue, the first of proposed 
major chang es far the indus- 
try, but thou ght the effects had 
beat discounted recently in the 
rise of leading brewery shares. 
GrandMet hdd a small gain at 
S93p while most other stocks 
lost early firmness to dose 
sli g htl y lows: on halancp- 

Bass ran into profit-taking 
but finally dosed a shade 
firmer at 1036p while Whit- 
bread “A" gave back 3 to 431p 
awaiting today's interim 
results. Previewing the brew- 
els’ results reason, agency bro- 
ker Panmnre Gordon said 
there was no compelling case 
in support of either Whitbread 
or Scottish & Newcastle; the 
latter fell 9 yesterday to 368p- 

Building stocks were mostly 
firmer. Hopes of a cut in inter- 
est rates, and a report by Pro- 
fessor Janies Motrdl, a leading 
economic forecaster, suggest- 
ing that bouses prices would 
show a rise of an average 20 
per cent over the next two 
years, provided a note of cheer. 
RMC added 16 to 640p and Bed- 
land finished 11 firmer at 545p- 
Pilklngton continued to 
Impr o ve nhea/t of wimI fig- 
ures due early next month, and 
rose 6 to 152p. 

Argyll was among the buster 
FT-SE 100 stocks as a line of 
3m shares was crossed ahead 
of interim results on Tuesday. 
Argyll closed 2 higher at 239p 
on turnover of 14m and was 
helped by the growing belief 
^niifing gnaiy afai contrary 
to recent market speculation, 
Argyll will not accompany its 
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results with a bond issue. 

HiUsdown was nufflwnprl at 

255p as a line of 3^m shares 
was crossed, sweating turnover 
to 9.1m. Haztewood Foods rose 
8 to 134p on relief that interim 
profits had fall*™ by only £L9m 
to £22m. Some brokers had 
feared profits would riccWnB to 
£ZL5m. 

Speculation of hid possibili- 
ties resurfaced in Wiggins 
Teape Appieton fallowing the 
recent French deal. Floated off 
by BAT Industries wntiw this 
year, shares in Wiggins rose 9 


to 170p. 

Buy recommendations for 
British Gas met with an enthu- 
siastic reception, helping the 
share price to edge up 5 to 
228p. An expected loss in 
interim earnings, to be 
announced on Thursday, was 
largely irrelevant since British 
Gas makes well over 90 per 
of its profits in the second 
half of the business year. Fore- 
casts of an increase in divi- 
dends proved to be the more 
significant factor for the mar- 
ket. Both Hoare Govett and 
UBS Phillips & Drew forecast a 
st ron g rise in interim dividend 
from 3JJp to 3.7p. 


The relative naim in crude 
oil prices did not prevent 
strong interest in BP, up 5 to 
330 and Shell, higher by 7 at 
443p. There was also “virtually 
unanimous support" for Ultra- 
mar. commented Mr Nick day- 
ton at Smith New Court, which 
helped it to build on its 
strength on Monday with a rise 
of 4 to 343p. 

Tuskar Resources, the Irish 
exploration company, 
announced a l-for-2 rights 
issue in a bid to raise Tga.vm. 
The issue, which involves the 
issue of over 87m new ordinary 
shares, was no help for the 
share price, which eased 2jj to 


15p. 

Water stocks continued to 
benefit from suggestions that 
electricity stocks due to be pri- 
vatised are likely to show a 
less favourable yield, owing to 
the high demand for stock. 
Analysts were keen to point 
out the relative attraction of 
water shares; Severn Trent in 
particular rose 6 to 213p while 
the Water Package jumped £25 
to £2373, already a rise of 3.8 
per cent since last Friday. 


■ Other Market statistics, 
including the FT- Actuaries 
share index. Page 30 
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CuM Peraltas 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


Pound down on Tory ballot 


FINANCIAL FUTURES AND OPTIONS 


STERLING FELL sharply in 
New York on news that Mrs 
Margaret Thatcher had failed 
to gain an outright victory in 
her hid to remain UK prime 
minister, after the ballot for 
leadership of the ruling Con- 
servative party. 

Reaction from Mr Neil MacK- 
innon, chief economist at 
Ya m aichi. and Mr David Cole- 
man. economist at Union Dis- 
count, was that this was the 
worst possible news far ster- 
ling, creating a further period 
of uncertainty for the cur- 
rency. Mr MacKinnon said that 
Mrs Thatcher's position is now 
in doubt and this of confi- 
dence in her leadership was 
likely to result in selling of 
sterling assets by international 
investors. 

On the other hand, Mr David 
Deabin at Nikko Bank 
remarked that Mr Michael 
Heseltme stood for change and 
a better relationship with the 
European Community. 

Immediately after the elec- 
tion result the pound fell to 
$1.9600 and to DM19000 in New 
York. 

Trading bad closed in Lon- 
don before the result of the 
leadership election, but at that 
time the pound was little 
changed against the dollar, 
easing to SI .9700 from Si .9705. 
It had also fallen to Y254.00 
from Y254-25, but was firmer in 

C IN NEW YORK 


terms of European currencies, 
rising to DM19100 from 
DM2.9050; to FFr9.8150 from 
FFr9.8025; and to SFA4575 
from SBT2.4525. Sterling’s index 
rose 01 to 94*2. 

The dollar had a firmer tone 
against most currencies, but 
eased in terms of the Japanese 
yen, after falling to break 
through resistance at Y129.QQ- 

In New York the Federal 
Reserve tended to confirm an 
easing of its monetary stance. 
It added money to toe banking 
system, via $2 bn rtf customer 
repurchase agreements, when 
Federal funds were trading at 
7& per cent, compared with the 
assumed target of VA per cent. 

In Frankfurt the Bundes- 
bank did not intervene when 
the dollar rose to DM1.4760 
from a record low of DML4680 
at the fixin g. 

At toe London close the dol- 
lar had improved to DM1.4770 
from DM1.4740; to FFr4£825 


from FFr4.9750; and to 
SFri.2470 from SFrL2450, but 
had eased to Y128.90 from 
Y 129.00. its index rose to 60.0 
from 59.8. 

In Paris the franc improved 
a gainst the D-Mark after the 
French government defeated a 
vote of no confidence in parlia- 
ment on Monday. At the Paris 
fixing the D-Mark fell to 
FFr3.3718 from DM3JP786. The 
Italian lira also gained ground 
against the D-Mark, on profit 
taking, without intervention 
by the Bank of Italy. The 
D-Mark was fixed at L752.70, 
after rising to an all- tim e high 
of L754.45 on Monday. 

The Bundesbank’s securities 
repurchase tender in Frank- 
furt, adding liquidity to the 
money market at a fixed 8.00 
per cent, was taken as an indi- 
cation that toe German central 
bank is looking for stable inter- 
est rates. This kept trading 
steady among ERM currencies. 
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MONEY MARKETS 


London rates ease 


INTEREST RATES eased on 
the London money market yes- 
terday, ahead of the outcome 
of the ballot for the leadership 
of the ruling UK Conservative 
party. Sentiment pointed 
towards the possibility that the 
ultimate victor could be forced 
to cut bank base rates because 
of the weakness in the British 
economy. 

Figures on UK bank lending 
for October suggested that 
British companies may be 
engaged in distressed borrow- 
ing, as lending to manufactur- 
ers and ‘retailers increased in 
October, while borrowing by 
the private sector was flat 
Three-month sterling 

UK eteaiteg bat* toss taodna rat* 
14 par cast 
from October 8, 1990. 


interbank fell to 13%-13*4 from 
13H-13& per cent and 12-monto 
money declined to 12%-1254 
from 12»-I2ft per cent 
Prices of short sterling 
futures were firmer on Uflk 
The December contract opened 
at 86.91 and rose to a peak erf 
86.97. It closed at 86.92 
compared with S6.84 
previously. _ _ . , 

The Bank of England 
forecast a shortage of E450m on 
the cash money market, but 
revised this to £400m at noon 
and to £350m in the afternoon. 
Total help of £364m was 


provided. Before lunch the 
authorities bought £136m bills 
outright, by way of £2m 
Treasury bills in band 1 at 13% 
per cent and £134m bank bills 
in band 1 at I3%-13£ per cent 
In the afternoon £108m bank 
Mils were purchased in band l 
at 13%-13B per cent. Late 
assistance of around £120m 
was also provided. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury frills drained £237m, 
with exchequer transactions 
absorbing £45m and bank 
balances below target £245 m. 
These outweighed a fall in the 
note circulation adding £75m 
to liquidity. 

In Frankfort call money fell 
to 8.00 from 8.05 per cent after 
the Bundesbank set a tender 
for a 85-day securities 
repurchase agreement, at a 
fixed rate of 6.00 per cent. This 

will be required to offset an 
expiring facility of DM13.1bn. 
Dealers suspect that the 
central bank will drain funds 
at the tender because of 
relatively high liquidity levels 
in the market 

In Brussels the Belgian 
National Bank raised the 
interest rate on four-month 
paper, issued by the Securities 
Regulation Fund, to 9.00 from 
8.90 per cent 

Short-term Treasury bill 
rates, including the important 
three-month rate, were left 
unchanged. 
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LONDON MONEY RATES 

No* 20 OnemlBta Notice Month Aklrths MwKlB Year 

Interbank Offer 14M 14 1, 141* ■ 13 Jj 131. 12^ 

Interbank Bid 12 14 14 131, 12* 126 

SwrllnqCDs - - 14 A 134 13 i 124 

Local Authority Depe. ._ 14** 14k* 14 3j, 13s 13 12£ 

Local Autliortljr Bomb.. ------ 

Discount Mkt Ocjh. i4^» M>* 13^ 13k. 

Comaany Deposits - - 14 1, 13 H 13A 12s« 

Finance House Deposits - - 14>, 13? 134 12 *| 

Treasury Bills (Buy) - 13k Ul 

Bank Bills (Buy I - - 13B 13 A IZ'* 

Fine Trade Bllo (Buy) _ - 1AU 13« 12\ 

Dollar CDs. - - 7.90 aifl 7.95 7.90 

SDR Linked Deo Offer . - B% 9>a 9i 9i 

SDRUnkedDep. Bid... - - 8* 9 8{| 80 

ECU Linked Dep. Offv. - - 94 IDA 10 >. lot, 

ECU Unked Deo. Bid ._ - - 93, 10 J. 10 J. 10i« 

Treasury Bills (sell); one-month mgr can; three months 13 per cent; six months 12 A per 
cent; Bank Bllb tell): one-mopth_ljn per cent; three months 13& per cerr Treasure Bills; 
a«eraae undo- rate of discount 13.0333 p.c.ECCD Fixed Rate SlB'llna Export Fbtarte. Makeup 
day October 31 ,1990 . Agreed rates for period Nov 26,1990 to Dec & . 1990, Scheme 1: 15.06 
□7 Schemes if * III: 15-32 px. Reference rate for period Sept 29, f 990 to Oei 31 , 1990, 
Scheme IV&V: 14.164 p c. Local Authority and Finance Houses seven days' notice. Others sever 
dans’ fixed. Finance Houses Base Rate 15 from Novemter 1 . 1990; Bank Deposit Rates for sums 
aiWeodays notice 4 per cenL Certificates of Tax Deposit (Series 6); Deposit £100.000 and over 
held under one month lO^z per cent; one-three months 12 per cent; three-six months 12 per cent; 


CitiFX 


Wc could make a spectacular difference to your FX trading. 
Ring Cid: Corporates 071-240 8844, Insurance 071-240 2737, . 
Trading and Commodities 071-379 707$, 

Fund Managers 071-379 4101, Night Desk 071-438 1910. 

CmBANKGf 
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TELEPHONE; 071-828 7233 AF8D MEMBER 


WALL STREET 
4-19 I Dec. 2554/2566 4-14 
4-19 iMar. 2575/2587 +14 
5pm Prices. Change from previous 9pm dose 
HOW WELL tHD YOU I UPGE THE MARKKT? 


slx-nlnc months 12 
from Oct 6,1989 , 


Jh percent; one-three months 1Z per cent; three-six months 13 percent; 
cent; nine-twelve months 11 <a pa- cent; Under £100,000 10 Ht PC' sent 
osits withdrawn for cash 3 per cem. 
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DOLLAR 
Where Next? 

Call for our current views 



ACROSS ’ 

1 Ambled oat to meet . old 
woman (S) 

4 Wrong to be skk with a last 
pancake? (8) 

10 Artist and soldier mH yon. 
are showing bitterness (7) 

11 Chat endlessly about (Than. 
nal Island — it’s warm (7) 

12 Chaps enjoy recess in hoe 

13 Ewe for example (l© 

15 Anchor designed by ferry, 
man. (Q 

16 Announce budding cleared 

20 Edward receives the strap 

„ CD 

21 Heard plane (6) 

24 Boy joins mother and son 
on 29 September (l© 

25 Finn officer provides pistol 

28 Number return in 27 with 
horseshoe (7) ■ 

29 School coach (7) . 

30 Pot up with new rale in gap 
tery (8) 

31 find out Fro left policeman 
( 6 >. 

DOWN 

1 Gorge when you notice pnb 
managed by accountant (8) 

2 Settles by headland to view 
painting gQ 

3 Initiall y, aB landowners 
order evergreen. plant (4). . 

ft Layman not expected to win 



O 1 let hood oat; note survey- 
ing instrument (10) - 

7 Fruit cut by man at W. 
Indian dance (5) 

8 Snake entwines general oat 
to the world (6) 

* (sT* 10 nymph 

i4 Steer fonn vehicle to sup- 
p her (10 ) 

wbing! (8) 

19 Aware nurse sees I am 
under canvas (8) 

22 A Greek characaer- aDn w ^ 
tohave a charm (5) . 

»* fflritqieet about father (5) 

25 ^ an apparenttee ahle to ton- 
waterway? 6) 

27 w i ^fHS C8ptabIe note 
mom old music m»iira»i- (4) 
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3L50 

-01 
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-02 
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+12 



*09 


68.70 

AME V . _ 

4520 

♦0.9 
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169.20 
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+0.7 

+2 


48.90 

-02 
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8520 

-03 
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82J0 

+0.8 
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12L20 

+1.7 
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7050 

♦1.5 
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3520 

-04 
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92.70 
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+1 
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-as 

«i 


Hater Dost las 

IHCCalbed . 
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+1 
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+02 
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+02 
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+02 
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4L7D 
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50.90 

-0.9 
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8L50 
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117.00 

-as 

Qafirtatai 

37 80 
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OareHren (tfao) _ 

44 00 

+06 
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197 JO 

+02 
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-03 
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79.90 

-0.4 
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kQ.00 
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147.20 

+L7 
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WMF Stork 

<560 
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95J0 

-02 


62.70 

+02 
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— 
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KoWAjcnAFfW _ 
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Vert AS A 
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SSSEt 
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ffirTZT 
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ErtcswBiFreeJ ..... 

E aeft+B (Fleet 

SenbraB Fret 
Uo Och Don B Free .. 

Nobel Free 

Prawrtu BfFreei _. 
Slab- StatU B Free ... 

Saothik BIFred 

Skandia I Free) 

StMElttklldBC 

SRFBFree_ 

San tow 8 Free 

SCAB (Fred 

Sika Hmfctom. 

TrrilrCoroBFr — _ 

Veto B If red 


270 

170 

520 

510 

510 

1W 

128 

205 

U5 

133 

200 

75 

145 

133 

190 

133 

59 

705 

147 

72 

65 

100 

19b 


*4 

-3 

H2 

-5 


-12 

-1 

-4 


CANADA 


Lore Cloaa Chnfl Sataa Stock MflN Lev Qbh Orng 


Stow sack 


Msh Low CtoaoCtag Stow Stock 


Mgb Low CtoMCtag 


TORONTO 

2pm prices November 20 


SWITZERLAND 


RsveHlier 20 Fra. 

+ or- 


AtoaltoltBr) 

Do. Pi 9. Certs. 

MButaeLona 

Do. Ftg Certs. 

BaJofaeKidPt; 

Bran BeetBrl 

Da Pij. 

CSHUgi 

□baCetcytBrt 

Do Ad., 

Da.tPia*) 

Eliklrewao 

EWa 
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Da Pi*. 
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Rad* Hi 
Dal 
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0o.(PtaD 

ScMndbrIBr) 

Da. [PlCUl 

Sfa 

Surra I Una ( Br) 

Sots* 

SrelsBafkfflr) 


Do Pis. 

Sretantatet 

Da Pt*. 

SwtsiVolksM 
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in 
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72 

2.020 

4.250 
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2.280 

L890 
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1.290 

1.740 

1340 

215 

2,010 

4.150 

4.730 

L510 

315 
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-40 

-15 

-10 

20 

-15 

-20 

-10 

420 


hS" 

80S 

460 

1 

7.490 

7^200 

430 

1.080 

3aO 

1JSO 

6.750 

3.790 

8650 

1,725 

4.700 

60S 
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6.250 

595 

272 

224 

2850 

506 

L040 

2810 

111 

3660 
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4.020 


-200 

-05 

*L 


♦10 

-50 

♦50 

-20 


-10 


-5 

Ho 

+10 

>20 

B 


Hoo 

1+5 


-20 

10 

-1 

-1 

♦50 

♦7 

p20 


-20 

-8 

+10 
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SOUTH AFRICA 



CNAfilllo 

Oe Barutoto' » _ 

DeeftratoGold 

Drtefartdn 

East Rood 60 U 

ElandsraodCoM 

FlmNaLBHk 

Free flat* Core field, 
field FlekkSA 

hantOtfSL - .ret.re 

Hl^w eld Sue! 

nrounzi 

Moot field 

UhaoeGONl 

Mknr 



1225 

725 

81 

945 

231 

34 

47 

15 65 
6325 
85 

37.75 

6.75 
275 

29 

3125 

605 

16.75 
125 
L7 
57 
32 
25 
14.5 
95 
1355 
63 
134 
59 75 
405 
625 

30 
40 

20.75 
245 
13.7 
226 
114 


,+0.15 
bO 25 
+025 
,+015 
bO 25 
+05 


♦025 

-2 

-025 


'♦0 25 

+05 

-025 


+ 0.02 

H 

*05 


>05 

-02 

+05 

+25 


K, 
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JAPAN 


AUSTRALIA 



RltaddbMe 
HltBctdCndA 
Hrtachi««*!_ 
HKXM HaA 

HitXftAMafc 

utaetoSaks 

SCartlZmot 

HoteWe PyL 

hoim»»5*$ 

KekorflaOPto 

Honda . 
HbkbPJJW 
Horae Food W 

Hon 
BU 


MIBankJopn 

tekJLCo. 
ketae 
MtomSaoeo 
tanMetora 

HeMC 
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AnoAtk 

ttaVolardD — 
feamatotffe 
bwttiya _~ 
jflCCaa — 
JEOL — — -r- 
janooeSneMack 

ML 


2k 


Yan 


Tafabo Marine 



TdWo 

TWrenmaSoU 

TekraOMU 

Tckro ffaaiaa — 
TokiD Electric Par . 
Tokyo Ekctran — 
Tokyo Gas 
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9a 
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2330 
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Lao 
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kS" 
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& 70 
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HI 


m 


H° 
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INDICES 


NEW YORK 

DOW JONES Nov. Nov. nov. Nov. 

IB 16 IS 14 


AlndMtrUls 
Hoot Bonds 
Traptrt 
UtllHles 


ataJB 25502* 2545.05 2559.65 

9005 89.95 89 76 8989 

867.79 864.46 867.97 87739 
20869 snaps 207.43 20&75 


HIGH 


LOW 


2999.75 2365 JO 

06/7) 01/101 

9904 8844 

0/1) 124/9) 

1212.77 82L93 

UM> 07/10) 

23bZ3 190 96 

0/1) 424/8) 


Since compilation 


Nov. 

20 


NOV. 

19 


NOV. 

16 


TEvT 

15 


T8SB 


HIGH 


LOW 


HIGH 


LOW 


2999 75 41 22 

06/7/90) (2/7/32) 


AUSTRALIA 
All Onkuta 0/1/80) 
All Mima; Q/1/8P) 


13655 1348.0 1339.9 1345J 
639.7 6314 629.9 63B3 


AUSTRIA 
Cremt Wire 0002/80 


•04.63 45025 44844 44657 


STANDARD AND POOR'S 

Cewtoitod 3U9JM 317.12 317.02 32040 

[rriuomti 37431 37L23 37L23 37522 

FTntndal 2227 7723 2233 79 63 


1532.01 1232 

(5/9/89) ffi/7/32) 

236.23 1050 

(2/1/901 a/4/32) 

tBairs High 2580.69 (2570793 Lee 2543.07 (25222B) 


BELGIUM 

Breeds SE (Cgk WBaia/1/80) 512LU 306220 507060 507462 


DENUARK 
OmkiM SE 0/1/831 


33427 33543 33aB4 336 14 


<10 2 4093 4075 4065 


NYSE Composite 17434 173J0 17332 17458 
Ama UK. Yalta 296.47 29752 29659 29757 
KAS1AQ COrepastte 352.73 35055 35452 35087 


368 95 
06/7) 
43737 
(16/7) 
3LB7 

a/i) 


295 46 
ai/iD) 
346.86 
01/1 CD 
lflflO 
(29/10 


2QU3 

06/7) 

382.45 

C/ll 

469.60 

Ob/7) 


16220 

Ql/lffl 

28aor 

<30/10 

325.44 

06/10 


368.95 4.40 CAC M 01/12/82) 

(16/7/90) 0/6/32) CAC 40 (3 1/12/87) 

43737 


430.12 42671 42257 42L98 
163115 163355 161110 159502 


362 GERMANY 

06/7/90) (21/6/32) FAZAWa 01/12/58) 

3524 864 Oanmnlirt 0/12/53) 


(9/10/m 0/10/74) DAX 00/12/ 87) 


633.04 63340 62X26 61555 

17982 1799.6 17632 11478 

14b) JO 1467.47 142568 142L19 


Ml IT 4.46 HONO KONG 

06/7/90 GS/4/42) Hu Stag Btok OWfr® 


3Q3L92 3W2JB 3008.66 2990.47 


397.03 2951 

□0/10/8® (9/12/72) 
485.73 54.87 


IRELAND 
BED Prerell M/l/88) 


123311 1214.74 uns w i)l)M 


™. ITALY 

(9/10/89) 01/10/72) Bwa Coat MJW72J 


bd 


U 


Ui) 51861 


Mow. IB Nov. 9 Nov. 2 year efio (approx.) 


Dow Mistrial Db.YleU 


4.01 


4.09 


4.08 


3.93 


Nov. 14 


Nov. 7 


OCL31 year ego (approx.) 


JAPAN 

HU«U6/5/49) 

Tokyo SE (Toolxl (4/1/68) 
2to Stoke 14/1)68) 


2320548 2351B16 2317163 23487.48 
1719.79 174006 1720.12 174587 
307906 310753 3UB21 3140J8 


S & P tadistrial dl«. yield 
S & P Ml. P/E ratto 


3J9 

15.47 


355 

14.48 


554 

14.43 


2.97 

1425 


MALAYSIA 

KLSt CtrepmHr WMJ86) 


47769 476 74 47L34 47167 


NEW YORK ACTIVE STOCKS 


Monttey 


Stocks Closing Change 
traded price on day 


TRADING ACTIVITY 

t Volume Minions 

Nov. 19 Nov. 16 Nov. 15 


NEnCRLAABS 
CBS Itl.RU-GralEnd 1983) 
CBS All SN (Ead 1981) 


2292 

U8J> 


227 4 
1667 


226.1 

1*5.7 


2269 

16bJ 


NORWAY 

Ort> SE M) (2/1/85) 

PWUPPflCES 


66715 666*6 67875 688.75 


USF A 6 
Philip Hants 
IBM 

Gea. Electric 
AT AT 
Texas UL 
Prprira 
Ftotoe liar 




Feid Molar 


25781400 7% 

2J64.000 49 

1.86(1800 114b + lb 

1573.400 55b 

1. 07.600 51% 

1284,100 37% 

X 267,900 26 
L 266,600 32% ♦ b 

U33J00 50% + b 

1. 123.600 27% . % 


Here York 


b 
b 
+ b 


NASDAQ 
teas Traded 
Has 
Falls 

Urekangal 
Be* Highs 

NealM 


140.950 166804 15L370 

“Sf ^sSSreGWTS 31226 312J6 31023 31077 

U8265 131.972 117.971 .rotca 


Madia Carep 12/1/851 


67730 65X63 64582 64754 


"7 m* , qqi i cm 90UTN AFRICA 

^ JSE CaU (23/9, TS) 

12 S to tagwi 08^/78) 

bJ5 699 Bt» 


12748* 1364 0 1259.0 12540 
2777.06 2749.0 2725 0 27190 


480 

8 

44 


517 

13 

32 


^ SOUTH KOaEA” 

, ■ Kcra C an Ex. I4/1/8Q) 

2B 


67425 68084 697.46 70145 


Spain 

HaendSE 00/12/85) 


23162 233.45 23X64 25L20 


SWEDEN 

AWractodra 686 0/2/37) 


8559 


8590 866J 8628 


CA M A D A 

TORONTO 


19 


Nov. 

16 


NOV. Nov. 
15 14 


1090 


HIGH 


LOW 


SWITZERLAND 
Stoss Buk IN. G1/12/5B 
SBCftanaltWBT) 


634.6 

5248 


6372 

5256 


6330 

5198 


64X7 

523.9 


MtUlsA Utotrtos 
Cm nprtotr 


257169 2549.00 254L13 2568.91 345305(4/1) 
313299 312851 311451 312764 4009.47 0/1) 


2486.60 (8/11) 
3009.91 (16/10) 


TAIWAN** 

Wddntd Ma C30/6/66) 


427795 4250* 384532 396285 


MONTREAL PttlMio 1677.48 1676J0 1664.92 1676.49 2060.90 0/1) 160724 06/10) 


THAILAND 
Baretak SET 130/4/75) 


65272 6582 65691 65584 


Base oalns of all Indices an 100 e«pt NYSE All Coremon-M/Siandanl Mid Pcm-j- 10; and 
Toronto Composite and Metals- 1000. Toronto Indices based 19>5 and Montreal Portfolio 4/1/ 
83. T Excluding bonds 4 Industrial, plot UUUtfcs. Financial and Transportation, to) Oosed. (u) 
Unavailable. 


WORLD 

MS.CntoalbUQ/l/7IPg> 4632* 4653 G92 


4MJ 


17137 02/1) 
860.8(501 


70329 09/3) 


6599.43(12/11 


38829(20/7) 


677 3 (23/1) 


5646200/3 

2129J2O0IW 


832J2Q9/7) 
2414 0(3/4) 
196855(30/3) 


355989(23/7) 


189310 (22/1) 


76352 Q4/U 


3871288(4/1) 
2867 70 HA) 
4477.16 06/7) 


632220/8) 


27L90W7) 

20630/0 


91513 (2/8) 


116070(21/3) 


44687 06/7) 


2230.0 Ilk/U 
32U.0WZ) 


92882(4/11 


309.74 0617) 


1329 9 em 


8455 113/7) 
6982 03/7) 


1249534 QO/a 


1143.78(25/7) 


57L0M/1) 


12912 C271U 
6272(2/11) 


40098 05/91 


4959.99 CSF» 


31L41B7JM 


396.4 040(9 


41013(26/9) 
1485 J9 (25/97 


569 69(28/9) 
1626708/91 
133439 08/91 


273824 d/a 


12053506/10 


51661 05/11) 


2022136 0/10) 
152143 0/10) 
2859.49 0/118 


45926(28/9) 


2256 0/111 
16660/111 


66656 0.9/11) 


S1430Ofl» 


30L45OUUB 


1254.0 Q5/U1 
26403 U/UD 


56627 07/91 


20937C8/9) 


8502(9/111 


613.4 08/9) 
51Z.4P8/9) 


2SMW7Q/10 


613.9505/91 


mioa/v 


“Satudfl Nmembcr 17: Taman Werqhted Price: 407374 Koroi C m* i&l 69L93 
c CaicuUifid al 1 3-00 < 


* Srdliect U official reatadaiKm. «_u «7 kik 

BasertoDHtotol uxUtts are 100 ratwC BmaelsSE, BED (hcralland DAX - 1.000, JSE Gold - 255.7, JSE 2 b 
Mrtriai?- 264 J and Australia AH Ditfiftary aad Mlnmg - 500: It) dosed, (u) UnwallaMe. 



CHaakkner 

Cross H'borTid __ 

Drty Farm (ret! ____ 

DaoHsgHMto 

Ewrgfl 

Hang Long — 

Hani Sene Bank 

H»*£«r Centre 

Henderson l»* 

H ere to son Land 

HK Aircraft 

HK OHjm 

HK Electric 

HKUed 

HKRealtrATrA 

HK Sargfeto Barit _. 
HK Shanghai Hotels - 

HKTetaonnm. 

Haeeell HMOS 

HdxhinaWpa 

HysaoDev 

Mast Egntty P — - 

JardlaebRMtr 

J redtoeMaM 

JanBwStrtgto 

Kotooto Moter, 

MardariB Orient 

He* World Dnr 

Realty DerA 

SHK Press 


ShavBnrs. 

Shell Gec.Mlg 

Sbne Dartr 

5ueHDSoKalCB__ 

Store Px A 

Do ■_ 


Teteffcatt 

Wharf Hldgs 

Whig Da Co 

Where lad 


World IntJHldp. 


3.42 

ioa 

7J5 

1260 

15.60 
23 00 
15.70 
1020 
158 
3 00 
5J5 
2130 
7^ 
JL92 
850 
13 90 

9.90 
935 

7.60 
4.40 
4.75 
4J0 
580 
357 
1170 
L17 
7.45 
292 
3150 
1620 
565 
4.77 
835 
665 
1460 
335 
133 
3.80 

L23 

1520 

262 

6.65 

nan 

675 

7.05 

3.90 


M l 
1 
-ul 


h0.7 


Hi 05 
-01 


-0.D1 

+ 0.1 

-04 


-0.05 
-0 05 
-002 


ft? 

♦015 
-01 
-0 01 


H)03 

ft? 

Hu 

1+0 05 

H)J 

(-0.05 

H)01 

1+01 

(-002 

-01 


+ai 

[-d.ee 







BeattodHidgs 

Gentiog 

Heag tangoed — 
Malayan Baiton .... 
Malayan BUM. — 

MtoUPupas* 

PtollcBank 

Slat Daly—, 


222 

1330 

420 

5.95 

180 

LOO 

153 

338 


■ 0.12 


fflffir 
+0.05 
-0 04 
■002 
♦001 
hO.08 


November 2D 


♦ 0T“ 


CoW Storage 

DBS., 

Fnpr&ifane 

Haw Par Bra 

metope Bid 

sht= 

CUB 

S’poreA/rFree — , 

Shmure Press - 

Straits Tradlog ...... 

Tat lee Bask 

008 


L96 

9.05 

690 

L% 

3.74 

500 

755 

434 

12.40 

750 

149 

312 

530 


,-004 

ho 05 

■ 0.01 


+005 

+006 


ho^s 

,+0.04 

HlOi 


BOIES - Prim an tHs MOe » as euotBl an 

Us NMdal BKhaages end we last traded 

prices. (■) aaeUalrie. 6 Deailae ssceW 
xd Ex £i Mend, s Ex imp ISSut b &t righu. 
xa Ea alL 

1 Hal laa price iravallaUa otoag to tadBOrial 
action on Milan Dome. 


TOKYO - Most Active Stocks 

Tuesday 20 November 1900 


Slocks Ctoamg Chang* 


7^m 

Koura Mctmry — BJre 

Kyoun Else 4Am 

N'matau Cnstrn - 02m 

STatsta Wire 23m 


2.400 

iom 

1340 

1.900 

13*0 




Traded 

Rrteaa 

on day 

-310 

Rafta Kogya 

2.0m 

2200 

-90 

-TOO 

Fupkura. 

2.8m 

788 



Kooa Start... .. 

2Jm 

475 




2.4m 

1280 


0 

M'OteMHaawy — 

Z*m 

853 

-JO 


TO ADVERTISE 
IN THE 

HOLIDAYS AND 
TRAVEL SECTION 


PLEASE CALL 
Helen Day 071-407 5751 
Sara Gabe 071-407 5753 
Emma Stevenson 071-407 5703 
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FTMANCtAL TIMES WEDNESDAY 


NOVEMBER 21 1990 


3pm prices November 20 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


Wahui 3*** Ota.TTOe'SoM« B ft Ln SSSSSS 

?i5S, .fl"a v a '.'i '» "Jr* 


» s’s ’.’i '» ’a*' 
i? .8 sis, a ’£,? ,v ,£\* 


12*1 10 ACMMM 1 SQ la. 
1% ACM SCI M VS. 


MS *h 7% 7% + 

38< tit 111* «i 

W H 


®> 11 73* Sit 8% 9? 


lS%ALieb .« Jia 335 21% 21 ■ a7iT + i_ 

T AM ma Sid 1$ i* ,ZL > 

2 3t - 58 T< * 8? e£- V 

2jJ* 39*AMR 14 3Q9S 474 47 fl*. £ 

2Wj Aim fiza m. a 2s% 25* £2 ' 


13% 10%AdOM 78 11 V II It - 1 

«% Mob pf 184 11. 1W 16^ (J19 «%- 3 

21*1 10% Ada* pi 140 11 3 a? 20% 20'S - % 

114 3*1 AMD 2iM «C 4 4 £ ’ 

’i ?if° P* 3 « 0 W% 15% 15% 

Bit 1% Adveat .» 7S W3 2% 24 24- H 

62 29 AflMJ 2.78 7S B4SS3 374 9S% ZT — £ 

12% Bit AMPb M id rn 7 8? 7 

S4 104 Ahmans X& 6.7 S4844 13* 124 134- 4 


10% Ahmong JM 6.7 Stau is* 124 13%- 4 


Mm wf _ _ 

S*l 14 Aflwn 8 127 34 3 34 

et 424 AkPrd 1.44 20 12 1100 514 51 SI - 4 

27 13% Akfti 8 -30 10 5 320 174 104 10% - 4 

3*h 11*AHgae 16 |Q9 12% 12% 12%+ 4 

ffl% 13% Alrtmta ZSS 17. 7 « 134 W% 14%- % 

»5 .5 < ^ tX7 8.1 TQ 8% B% 9% 


20 134 13 13 

8 127 34 3 3% 


W4 9 AMP dp 1*7 8.1 TQ 8% B% 8% 

M4 SO AMP pi 9 9.4 iJSO 86 4 OB 00-4 

04 04 AMP I* 8.10 OS =Sn0 89 89 09 +4 

01 844 AlaP pf 0L2B 85 Zio 87% 87 4 B7% 


26 13% AtakAlr 20 1 J 

19% B Amrryfn JS 35 

27 1 194 Alberto *J0 5 


85 Z10 874 B7% 074 

10 9 171 104 104 104 - 4 

3513 35 9% 9% B%- % 


27 4 194 Alberto iJO JS 20 E0 26% 204 2B4+ 4 
Z24 134 AlCuIA t 20 1.115 70 18 18% 19 


15211761 334 32% 33 +4 
0.4 89220 17% 17% 17% - % 


37% 34% Alban a .48 1521 1261 334 32% 33 +4 

244 16% Alcan 1.12 VA 60220 17% 17% 17% - 4 

37% 27% AlcoStd .03 £0 12 574 31 4 31 31 4 

34 16* JUaxAl* 1 46 10 783 21% 21% 21%- % 

97 74% AltogCp 1.73 22 0 23 00% 60 60 -14 

344 IB* AlpLud tSB 4.1 B 178 31% 20 214- 4 

42% 34 AllgPwZlS 85 10 248 374 37% 37% - % 

20 9 AllanQ 8 29 12% 12 12% - 4 

10% 134 Alargn J6 20 21 3868 1*4 13% 13% - 4 


11% AlnCap 1,74* 12. 13 68 144 W* 144- 4 

8% AUG IE n 116 10% 10% 104 


17 8% aug ie n 

12% 74 AflNEu a 
154 8% AJITcfi n 


116 10% 10% 10 

211 1% 9 0 

1171 KJ% 104 10 


I Altai! poor 14. 382 214 20 


04 10%- 4 
0% 21 - % 
4% 4%- 4 


37% 24% AldSonl 150 0.7 82884 Z7% 27 27 - % 

10% 9% AM IT ,78a 75 2S0 10 9% 9% 


W% 8% AMFT7 it. 73a 75 724 34 8% 9%.+ 4 

9% 8% AVIT3 n .64 72 ZTO 8% 8% 8% + % 


11% B% AMTO M 37 3ST 8% 9% 9% 

ID 8% AM 102 22 75 318 84 9% 94 


10% 7% AMI03 lUN 7.4 III 

9% 7% AMPI it. 69a 75 487 

404 21 % ALTEL 1.40 45 13 471 

77% 48% Alcoa 168a 35 8 21 02 

284 124 AnunG .08 5 3d 40 


29% 17% Amax 50 4.4 72167 10% 184 


id s-ia AtnBae .id 

12% 6% Amcaat M TJ 

6% WZvfAmdgr 
13% 1544 vJAmd pi 


318 84 9% 94 - 4 

lit 9 B% 8% + % 

487 87, 84 8% 

13 471 31% 30% 314+ 4 
82132 53% 33 33% + % 

3d 40 124 12% 12%-% 

72167 18% 184 18% - 4 


367 ISIS U-18 13*10— % 
91 6% a 8% 04-% 

13 7-32 7-32 7*32-1-64 

2 % % % 


06 «% Antrim .00 15 12 1380 48 % 47% 47%- % 

10% 94 AraAdl jl93 95 32 104 10 10 -4 


10% 9% AraAdl itSC 85 

104 9% AA0| 88 n 

244 154 ABarcd a. 10 


15 32 10% TO 10-4 

31 10% S% 9% — % 
.8421133 18% 17% 18 - % 


244 194 Aoarck a. IP .BJGII33 13*2 "1 lo — % 

3a 4 30%ASmda15d 41 10 1631 37 % 37% 37% - 4 

30% 28% ABrt) pC.75 95 29 29% 29% 29% - % 

41 % 25% ABMM 52 35 12 01 28% 28% 28%- 4 

204 i»%ACapBd 188a 1Z 59 18% 16% 18% 

22 154 AfiapCw 5*+» IS. 5 164 164 16% * 4 

64 S% ACopin S3 17. 129 6% 64 5% 


5; 01% 42 AC van 156 25 52 1434 d0% 49 48%-% 

£2b 33% 2B AflPw Z40 as 8 894 254 a 28%- % 


lli 35% 17% AmExo 52 4 5 38 10388 21% 20% 20% -1 

I! 18% 12% AFamly J6 25 12 1163 10% 15% TG%4- % 

21 50% 23% AGrCp 350 13 62942 26 % 27% 27% - % 

2} 5% B% AiPGirt 54a 11. 83 7% 74 7%+ % 

M. 10 8% AGIP 1554 1Z 113 84 9 9% 

21 W% 94 AG IT It » 73 10 9% 9 1 

21 244 19% AHTlPr Z44 11. 12 83 22 21% 22 

It 24% 18% AH aril 8152 51 7 220 20 20 + % 

4: 55% 43 AHooia *2.1$ 45 1J 2752 50% 49 4 904 

6( 684 S%AinfUl 3.16 4 0 14 1794 66 1 80% 60%- % 

X 88% 57 AtataraM 5 102118 724 7C% 704-1% 

17 10 8% AQIF B9a Tl. 209 9 % 94 94 

4! 31% 10% APraad 50 45 273 15% 14% 14% - % 

K 12% 84 AREal 2 =L 5 >29 8% 0% 8% 

22 7% 24 AmRny JDt 2» 2% 24 2%+ % 

t27 10% 1 AS8 50] 63 2 1% l%- 4 

25 12% 1% ASB pf 51] 82 2% 2% 2%- % 

3% 1% ASH'D 


3% 1% 

71% 42% 

47 29% 


ASH'D 2» 1% a 14 1%- % 

AraSWf 1.12 Z5 11 899 43% 46% 45% + 4 


10% 9% AW«0 r a 10 16‘ IB' 

<3 19% 12% AmWtr 80 35 10 22 16% 154 >5% + % 

15% 134 AWat prlJSS &fl s3M 14 14 14 4 % 

f2 6% 4% AnMoU 8 6 5% S%- % 

51 TO 4% Ammo 40 11 5% S% 5%+ % 

S 62% 34% Amaron 153 1710 42 34% 34% 34%-% 

14% 15-32 *(Am«sO csj 3267 % % % 


AT57 132 4.1 13 8377 324 31 7, 32%+ % 


_■£ 14% 15-32 vf A riosO CSJ 3267 % % % 

5 7, 14% 04 AitwW* 64 74 11 574 9% 64 a’* 

^ H 3% AmaaSe 1 03 12 2S 9% 9% 9% - 4 

60% 47% Araoca 2-M 3S 18 S57 52% S!% 52 - % 

' K4 87% AMP Ida 12 16 2158 42% 42 424-% 

13 4% Ampco 40 62 7 30 3% 3% S%- % 


8% 3% Amra .12 2.3 10 41 5% 
64 174 AitiSOi 140 S9 0 SO 20% 


264 174 AmSfli 140 
4% 1% Anacntp 

39% 30, Anadrt 40 


8% 5% AulCfl 

33% 27% Angalic 


L£ I A a-t 3t- , 

1413 41 5% 6 5%+ % 

L9 0 90 20% 254 204- % 
0 010 2% 1% 2 
*9 41223 334 324 324 - % 
23 319 5% 5% 5% — 4 


. AnflaliC 48 11 12 30 28% 28% __ . 

454 34 Anhaut T 24 14 6392 39% S94 38% - % 

38% 13% Anmotn 0 8=2 17 164 164- % 

17% 84 AnOttTr xUa 047337 6%7+% 

43% 20% Aon cp 1J2 4.7 10 393 32% 31% 32% + 14 

20% 137, a poena 43 1.8 78 772 18% 16% IS, - % 


11, ai w-, Apacna 1.0 n hpj is 3 * is, - % 

ti, 11% 10% Apaz .98 as 3 US »4 11% 114 

iy 32 83% ApPt* pB-12 30 S20 83% 53% »%+ % 

m% ra%Appwp»7.4a 12 =3J60 8i 804 sp%- % 

hr* 15 6% AcpiMg 323 8% 8% 84 

-vu 35% 17% AratiOn .10 4 is 330 23% 234 23% - % 

IK 44% 23%AroiCt»2Sa 7410 153 34% 33% »%-t% 

Jf. 13% 54 AreAtak 8 »l 5«2 54 5%- % 

234 10 Al*Btn.15i 1S143 24 IE dlSV 15% - 4 
71 27% 16% Arida 1.C8 13 17 3953 20% 234 M%+ % 

12- 51 394 Adda pf 3 74 13 40% 40% 40%- % 

m H% * Afmco .40 81 2500 4% 44 4% - % 

5] 45% so AnncpMSO 15. 1 30% 30% 30% 


27% 16% Adda 1.C8 5J 17 3953 20 % 234 

51 394 Adda pf 3 7 4 13 40% 40% 


11% 4 Anne o .40 9 1 2500 4% 44 4%- % 

45% 30 AnncpMSO 15 1 30% 30% 30% 

41% 10 ArreWT 1.10 4.7 6 431 24% 24 24% - % 

7 J% AreoE 4C5 4% 37, 4 

mV* nv time ititi ik 11 wi i*v id, 


7 J% ArewE 
«% 8% An»E pflJM 
13% 5 Ml 
19 13% Anrln 60 


1i M 12% 12% 12% 

7 7% 71, 71,1-4 

4310 30 » 15% lS-i- % 


141 28% 

4W 17 


IB u, «rail .00 tj IQ DO To 13 -, 10-1— 

34% 224 Aia red 1.00 83 5 IBS 25% 23% 25% 

27% 134 AsCoal .<0 1312 133 21 4 21 21 - % 

40% 28% AMiOK 1 as 9 BM a% 28% 254- % 

22% 0% AaiaPC S4« 7S 2S0 11 10% II 

10% 6% Asennv lJOa 24. 4 201 7% 7% 7% 

tS'jAadNG .12 S 46 4 21 22% 2j 


28% 15% AadNG .12 S 46 4 23 227, 23+4 

17 9% AtMna I 10. 15 18 9% 9% 94- % 


12; 32% 28% AOGaii Z04 6.6 15 57 31 30% 30% 

36! 39% 31% APEnro Z90 a 7 10 605 34% 33% 34 

IK 1424 87% AMcil 3 4.8 12 2474 127% 120% 120% 

12; 17% 7y Adas 18 27 9 87, 0% 

10% 1S%ATMGS1J0 7S11 8 16 18 16 


APEnro 298 27 10 605 34% 33% 34 - % 

AOTWl 9 4.8 12 2474 127% 120% 120% -1% 
18 27 9 87, 0% — % 


4% 2% AudVd 


ATMOS 130 7S 11 8 16 10 16 


15% 04 Augat A0 43 9 74 9% 84 94 - % 

24% 6% Aintr JD7a .7 199 10% 10 TO - % 

G04 464 AuloDt .70 13 19 861 54% 53% 90% - % 

8% 4% AvaUl 1 4% 4, 4%- % 

03% 15% AvaiyO J2 27 111362 19% 19 19% - 4 

33% 21%A'raw SO 1415 STB 24% 24% 24% - % 


3; S«% 6% 

28t E04 464 


8J 8% 4% Avalon 1 4% 4, 4% . 

17! 33% 15% AvaiyO J2 17 111362 19% 19 19% - 4 

IBS 33% 21 % Atom SO 1415 STB 26% 24% 24% - 4 

10: 38% 22% Avon I 3S 112192 29 % 28% 264 

lie 294 22% Avon pi 2 73 |<3 20 % 20% 26% 


29% 22% Avon pi 2 73 l<5 20 % 20% 26% 

17% 10 Aydln la 90 8 34 11% 11% n%- % 

- B-B-B - 


40 30% BCE o 252 44 33% 32% 33% - 

18% 134 BET 1.15a 83 8 38 144 13% 13% - 


Z7% 19% BJS Sv n 

11% 34 auc 


44 33% 32% 334- % 
8 38 144 13% 13% - 4 
347 23 22% 22%+ 4 

6 66 3% 3% 3% 


35% 29% BP Pro 3S7o 11.10 188 314 08% 314+ 4 
28% 22%BHE 140 10. 6 54 23 22% 23 


U-Z uric t*V IU. O eo £-1 a 

134 2% BBT 1.460 aa 2 122 2% 2% 2%- 4 

18 3% Balmco JO 4S 36 4% 4% 4%+ % 


18 3% Balmco JO 46 36 4% 4% 4%+ % 

24% IS. Balof 13.44a 21 48 15% 16% 15% - 4 

34% 21% Bokrttu AS IS 23 7011 2S% 24% 24%-% 

21% 16% BaUor M 18 12 30 17% 17% 174 

34% ZB Bau 1.18 3S 16 148 30 29% 30 + % 

17% 2% BallyMf J3| 2900 34 3 34- % 


17% 2% BallrMf -ZH 2900 34 3 34~ 4 

16% 4% BallBcp SO 13. 4 162 5 4% 4%- % 

34% 24% BanGE 2.T0 7A 12 1445 20% 28 28% - 4 

54 484 Ban pfB4.0O 47 zioo 61% 51% 51%+% 


33% 19 BncOoa 1S4b 46 8 2736 23% 224 22% - % 
10% 3% BncFla 30 3% 3% 3%-% 

38% 24% Bc&IV ISOo 6A 97 28 27% 27%- ' 


I BcflIIV lSOfl &A 97 ZB 27% 27%- % 


25% 19% BncCtd 1.O60 42H 9 S 26 26-4 

66 34 BnSonl ISGo 3S 10 TO 50% 30 30 - % 

11-32 4 BanTox 185 1M4 0*16 6-10-144 

91 08 Bandao 1 1J 15 114 79% 79 79 -4 

21 B Bkfikwl .40 02 3873 6% 0% 6%~ % 

35% 21% BkB pfA3.«9o 15. B 2* 24 24 

34 21 BkB pfB3S7« li 15 22 21 4 22 - 4 

58% 3fl% BM9 plCa 19a 1& Z2Q0 38 30 38 

13% l BUIE 2897 1% 1% l%“ 4 

44 13% BKNY 112 H 41100 18% 18% 184- % 

36% 24% BNY adA3J9o 11 2 29 29 26 

33% 17% BrttAm 1 44 63129 23% 23% 234- % 

37 30% BkA PO390 9S Mr 34% 34% 34%+ 4 

83% 55%BLApl 6 11 23 S7% 57 S7%+% 

47% 28% BankTr 133 &l 42583 38 % 37% 38 - % 

14% 8% BiwAa n 31 8% 8% 8%- 4 

30% 22 Bandy ».B61 13 15 31 29% 39 29 +1% 

25% 21 8ai8prl78 ll 191 22% 22% 22% 

26% 20% BarB pO.72 ll « 22% 22 22%+ 4 

20% 21 BarB pfC-48a 2J 23 22% 22% 23% 

22% 12% Bam +* 2.6 22 648 17% 18 % 17 - % 


32% 12% Bara M 18 22 048 17% 18, 17 - % 

21% 23% BamGp 1-40 6A 13 21 38% ZG% »4-% 

37% idiBamaii 1.32 & » 73173 18% »% - % 


74 6% Baioid a JO 3J 1097 5% 54 34-4 

51% 14% Bos* k 118a 11.12 W 204 M4 20% 

19 84 BallUi .10 14 >9 2704 8% 64 84- % 

73 52% Bausdi 1J2 12 15 488 «4 W% 01,4“ ,4 

27% 20% Baxter -04 24 8183 27 264 20%- % 

39% 354 Bax DU3.440 13 33 3T4 56% 3>4+ 4. 

2 7*16 vjBayFin 3 9-\6 Mflt % 


Wan Low Stack Otv.TM.il lOoaHlok Low Quota Ctan HWi Low Stock Olv.VM.E MMU L*w QmtaCtoaa 
11 3% Band 3 4 3% 4 + 4 . 9% 4% IMSani 10 327 5% 04 54+ 4 

12% T% BanlC pn.78« SZ. 9 3» 0% 04 84 - 4 I 384 «% OaiwCp ISO M 1 1 S» » M 1 + 4 


12% T% BdrtC pn.78a 22. 9 332 0% 04 84-4 

12% 7% Bnracri i.70a 2Z 9 172 0% 8 84 

37% 27% Borden a I DS 2S 2904 20% 27% 20 - 4 


t84 14% BCalB 249a 14.12 7 15% 154 «%- 4 

22% »% BffUW IS? 7S 173 194 19 M4+ 4 

15% 144BoaEpn.de 98 8 14% 14% 14$ 

29% 104 Bcrwdr 1 Jo ai 7 B56 ifl, tah 19% + % 

14% 6% Bnrfl 3.19 b 45. 0T9 74 6% 74+4 


25 Aim pfZST m. 3 25% 25% 2S% 

24% 22% AMI piZIS 13 5 a? a? it- u 

4 T4ARX ns ,Z IU li h 

73% 384 ASA 3 7.5 SQ4 40% 48^ 40%- V 

45% 31% AbtLaSi 8S4 ID 20 4311 42% J 


85% 00% BiMySq 2 12 14 34 7060 64 4 63 G0%- % 
39% 3S BrhAIr ZO80 73 4 783 20% 28 28 - % 


79 11% 11 11 - % 
» 164 019 184- \ 
3 20 % 20% 204-4 
32 4% 4 4% 


12% 3% Bnjodta JO 12 4 763 4 3% 0 T (- 4 

37% 284 BMP 1J3a 17 13 2 33% 33% 33%+ 4 

12% 84 Brooke .90 6.4 7 805 12 d B% 8% -3% 

M4 23 BidlfUO IS4 12 14 88 29% 29% 29%+ 4 

79% 26% BMJG pQ.47 9.1 2 274 274 274 1 4 

8% 84- 4 


174 8% BwnSfi J2 3J 12 30 8% . . 

304 19% BrwnOp ISO 7.1 11 107 22 % 22% 324- % 
49% 21% Brwnfr S4 20 13 9409 22% Z!% 22%- % 


49% 21% Brwnfr 04 20 13 9409 22% Zt% 22% - % 

164 64 amok M 5S 72117 B% 8 8-4 

254 1t%SraM»H .72 9J0 25 334 14% 13% 14%+ 1, 

28% 22$ Bucfcsve 260 11 9 IS 25% 25 25 -4 

17% 12 BrntfirH I.S4 12 IT 13% 134 134- % 

14% 10% BKlnv 1 -64 14. 10 40 11% 11% 11%+% 

10% 8% BuHCt • 7 59 184 10 10 - % 

384 22 4 Bud Nth 1 


384 22 4 Bud Nth 120 4 5 814 

90% 30l| BrlPao JO 15 28 1. 
20% n% BumPP 1.30 11. 34 

11% 1% Busfeid ( 

- C-C-C - 
314 14% CAS SavrlJM 85 725 
44% 20% CBI In 50 15 17 4 

2804 151 % CBS 4.40 Z8 12 3 


45 81427 27 284 20% - 4 

15 23 1378 42% 424 42%+ % 

11. 34 74 12% 12% 12% + % 


34 15*16 CCX ... _ . . 

lit W4CCXpriJ3 II. *100 11% 11% «%+% 

10% 3% CDI 8 170 7% 74 74+ % 

0% 1 % CF Inc*? 1 GO. 193 2% 2 2 - % 

66% 33% CIGNA Z04 0 0 71870 39 37% 58 

8% 4% CK3+U SO 19. 323 4% 4% 4% 


24% »%CIPSCO 154 8.7 11 147 21% 21% 214- __ 

224 12% CML 6 21 164 10% 10%+ 4 

39% 254 CMS Eng. 48 15 10 964 27 28 26%- $ 

12% 24 CMS End 10 14 2% 2% 2%- % 

108% 48%CNAFn It 113 01% 59% 59,- % 

12% 6% CNAI 1.10 13. 24 94 9% 9%- % 


B4% 02 CPC 
34% 23% CPI 


0% 64 CRI IM11J0C 


2 25 17 601 60% 80 80%- % 

SB Z3 13 6«2 29 % 254 Z54~ % 


12% 104 CRI LX(2.46a 21. 163 12 11% 12 

214 10 CBSS .12 1.1 9 33 10% 10% 10%- % 


38% 28 CSX 1.40 4 0 71496 50% 29% 30%+ % 

24$ 18 CTS .73 4SM « 16% 164 16%+ % 


22, 12 CUC In) 


26$ 6% CabUm 


18% 14 CMOG n .» 
28, i3% CadortM 
334 10%Caosar 


in « 10% 164 16%+% 

.. ... 36 193 17% 174 174- % 

10 2%CVR£155r 35. 7 113 2% 2% 24- % 

30% 21 % CtHWre .73a 30 18 2448 24% 24% 24%+ % 

23 133 244 23% Z4%- % 

IQ tea 28% 28% 28%- % 

I 7 17% 17% 174+ % 


37, 23 Cabal 1.04 3J W 180 25% 28% Z3%- % 

18% 14 CMOG a .16 5 7 17% 17% 17%+% 


24% 2% Cal Fed .12 4 0 1846 3 


17 770 18% 18% 16% - % 
10 2450 14% 13$ 14% + % 


3% 24 CnlHE JOo 10 
18% 5% Call lid 


36% 18 Cafmal S4a 20 


T% 9-32 C« Ron 
1% 11-32 CrapR 0 
82 43% CampSp 1.18 Zt 

22% 14% CtfrFc 0 52 

3% , Cara Co 

7% 1% CniCa pfS4( 43. 

833 380 CapCits JO .1 


28 2% 2% 2% — % 

122 6% 8 B%- % 

11 1 78 23 22 % 22% 


1M 5*10 982 3-16+1*32 
242 % 11*32 % + 1-33 


I 1311 54% 634 544+ % 

660 10% 18% 10% 


01 % d % %- % 

7% 1% CniCa pfS4< 43. ? 14 14 1%- % 

833 380 CapCits JO .1 14 751 401 388% «n +2% 

54% 26% CapHld 120 1 5 9 891 34% 34% 34% 

18% 11% Cacced 220 17. 7 101 13% 13% 13%+ % 

14% 10% CapM pfISO 14. 44 12% 11% 11% -% 

5, 1% Careor 313 1% 1% 1%+ % 

364 20% Cadisfd 1 J4 4.4 ID 35 28% £0 284+ % 

13% 5% Carole/ 3 11 1398 5% 54 5% 

21 10% carofl .60 03 40 11% 11% 11%- % 

48 38 CarPvr 292 65 12 338 44% 44 44% 

57 36% Car Toe 140 6.1 0 S3 39 % 39% 38% - % 

8% 1% CanHw 46 219 2% 2% 2% 

60% 44, Canwi .82 15 15 43 51% 51% 5i%+% 

19% 15% CnscNG 1J? 75 12 39 16% 18 10% 

20% 8% CafiAra a.BS J 21 82 *4% V=% 14% 

38% MVCasaCk ID 2550 33% 32% 32% + % 

88% 38% Catnip 120 2814 3196 44 43% 434 - % 

13, 10% CMrFr 1 46 1Z 8 S3 12% 12% 12% 

43% 22 4 Centals -BS 23 41 17* 23% 28% 28% - % 

21% 16% Con£n 150 9.1 11 458 17% |7% (7% 

444 194C4HM, 40 1 8 6 477 25 % 24% 24% - % 

44% 35% CenSoW 178 85 11 M 43% 42% 42% - % 

24% 20 CanHod 1 54 79 10 182 23% 22% 22%+ % 

30 31% CnLsEI 256 74 ? 41 34% J4% 34%+ % 


X 3)>< LHUEI 4.30 74 3 41 3**7 34% 341,* *a 

m% 10% CoMPw 1 56 87 10 119 18% 17% 18 + % 

29% 21 , CVTS ZC9 82 11 80 28 23% 25% - % 


29% 21%CVTFS ZC9 82 11 80 20 25% 23% - % 

13% 12% CemBk n S3 U% 13% 13% 

38% 2l%Cryn .42 1530 120 28% 27% 28%+ % 

33% 23%CMnpdi 1 10 4 5 8 9961 25 24% 24%- % 

11% 5% CKsSa 23 35 B 5 3% 5% 5% - % 

15% 7% CMHcu 13 X 10% 10% 10%+ % 


11% 5% Cr.sSd 23 35 9 5 3% 5% 5% - % 

15% 7% QitHcu 13 X 10% 10% 10%+ % 

5 3% crane CJa 14 8 3% 3% 3%- % 

38% 0% Cluua 120 11. 7433 n ifl% 10% - % 


78 94 OtaapiBBTS 11 12 92% 052% 52% -2% 

83$ 65 CRMptCreO 13. 19 R 481 60 -5 


52, 34%OisaplC5» 11 X « 41% 42 + % 

44% 24 Cess ;£4.5fla IS 39 30% X% 30% + % 


. - IS 39 30% X% 30%+ % 

39% 22 Chaa pfF4?3a i& 23 26 15% 2S%+ % 

X>l 16% Dim p.*GZE2 11 94 20% 20% 20% - % 

26% 15% Chso pWZ.44 11 1(3 19% 10 19%+ % 


»% 2 CHaus 1C8 2% 2% 2%+ % 

38% 18% Choirod 1 98 90 ID 50 20 % 29 23 - % 

33 9% CrmBrk 1 S.4 24722 12% 11% 1!%- % 

3% 1% Chfik B 23 2a G32 t% t% 1%+ % 


0% 5 CRB piCJOa IS. 496 8% 6% 6% 
41% 25 CRBkr>4 6Sa 14. 19 33% 32% 32% - 


39 22% C56X cM12a 14. 30 30 29% 29«, 

27% 17% Cna tfcc.69 ll jai 21 H% 20 
27% 17% ChWun .16 S24i3a 19% 19% 19 


27% 17%C5WMa .16 0 2*1328 19% 19% 19% 

21% 12% Crtspk .72 32 11 GO 13% 13% iJ%+% 

01% 62% Cdtam 110 45 40 5231 63% 68% 68% 

139% H8% ChiMlw 6r 45 18 1 121% 121% 12l%- % 

23% 11 Uiile J*a Z5 233 13% 13% 11%+ % 

38, 25%Clultaa 17 264 29% 29 29 - % 

30% 16 Onqida .40 W 13 434 27 % 27% 27%+ % 

e% 3% CnXFuO 2K 4.0 13 215 5% 5% S% 

36% 2* OttkC* 1611 60 15 1X 27% »% 

14% 11%CnClSpf I 83 2 12% 12 12 - % 

18 8% Cnr*rn 27 l 17% 17% 17% - % 

Ml, 9% CHryslr 120 11. 8739 11% 11% 11%+ % 

51% H%CP.U»*t32 Z0 92178 47% 46% 47%- % 

20% 13% CftrOwt 32 Z1 22 129 15% 15% 15% - % 

3% 7-l6v|Cnyren 50 9*16 % %-t-10 

39% 29% Cilccrp 2 46 7.4 12 16 33% 33% 33% 

29, 19% Cbm Sal .78 32 17 223 24% 23% 23%- % 

32% 20 CinGE Z40 82 7 563 ZB% 29% 29% - % 

46 41 1- ClrG pt 4 9 1 ’IQ 44 44 44 -1 

89 B2-'| CinG pf 9 30 95 J1C0 97% 97% 97% 


82 74% ClnG pf7^4 90 *4J0 uM% B2% 82% + % 

98% 91%anGpf9J8 97 iK» 96 98 96 - % 

21% 9% CmMil .72 75 33 260 9% 9% 9%- % 

9% 1% GnoOd 134 2 % 2% 2% 

5% 7-1Bv|ClrcK AS % % %-V18 


9% i% CdteOd 134 2% 2% 2% 

5% 7-1Bv|ClrcK AS % % %-V18 

29 9 ClrCly .ID 5 8 50E9 11% 1D% 11%-% 

70 , 35% Circus 10 1216 46% 44% 44%+ % 

31 10% Cikcorp 1.78 14. 11748 13% 12% 12%-% 

66% 39% Cap pi k IT 42 48% 48% 48% - % 

76 ■«»» Crtqs WAJa IZ IB ST 58 96% - % 

X% 17 Did? BfCZSl 11. X 21% 21 21 

X 11 CityNC .6* 40 8 187 14 14 U 

ffl 1% Cllyflcp 12 2% 2% 2% 

a, 9% CMUrSl .10 0111520 11% «% 11%+ % 

47 21% ClarXE 6 529 23% 22$ 22,- % 

13% 7, CtayiH 10 416 13% 13% 18% + % 


22 1% Cllyflcp 12 

23 7, fl% QolrSt .10 0 11 1520 

47 21% ClarXE 6 529 

13% 77, Claym 10 416 


11% 8 CiernGlo .i6« 10 44 a% 8% 8% - % 

3S ISSChrCH 90 30 7 179 21% 21% 21%- % 

45% 32% ClOnu 144 4.1 13 483 38% 85% 35%- % 

28% 14% CiubMd JO 17 S 92 18% 18 18 - % 

8% 3% Cnocrim X8 21 JO 3% 3% 3%+ % 

14% 2 CnasiSv .40 IZ an 3% 3 3%- % 

39% X% Coastal a 40 I.1 18 4|« 35% 34% 34%+ % 

48% 32% CoczCI s 50 1.7 17 6378 47 48 % 40%-% 

10% 12% CocaCE 06 .3 84 542 14% 14% 14%+% 


16% 12% CocaCE 06 


31 14% Coeur .150 1.0 19 758 15% 


W% 16%C(itaMy 09a 4.7 12 >0 19 19 19 + % 

74 52% Cotap 1 B0 20 10 2719 89% 67% 68%+ % 

22% 13% CtWFcb JO 1.4 10 92 14% 14 14 

8% 8% ColHIn .BJ 9j 371 9% 9 9 - % 

11% 8% Collin 11126 1Z 8 212 8% 8% 8% 

8% 4% CdlHI 108 23. 863 4 , 4 % 4%- % 

12 10% CoJInv n 50 BO 100 n% i|% 11% - % 

9% 7% C«JM« .72 90 400 8 7% B + % 


54% 41% CoJGas 120 4.8 19 170 48% 47% 48 - % 

28% 14%ComClB 28 18 7 348 15% 15% 10% - % 

22% 18% CmlMU 02 Z0 8 43 17% 17% 17% 


11% 4% Comdrs 

40% 27 % CmnE 5 80 

21% IB CoE pr 1.90 9.4 
22% 19% CwE pr 2 BS 


19 1554 8% 8% 8%+% 

80 2237 34 33% 33%- % 

9.4 1J 2D% 20 20% — % 

BS 26 21% 20% 21 + % 


10B 98 CwE pfll.70 11. ZIO 102% 102% 102% + 1% 

5S!f «I 14 ' 3% »%- % 

28% 2B% CwE pf Z87 11. * — — 1 — 


1 25% 25% »%- % 

2 27% 20 , 27%+ % 


38 29% ComES 252 85 10 13 33% X X - % 

38% 20% Comsat 152 U 7 477 21% 20% 21 - % 

32% 19% CP«c J6 1 J 10 l.’TO 27% 27 27% 

U? SjBCoTCWnJOB 2J 3 13% 13% 13%+ % 

«T% 30%Com(Mls 11 5395 51% 5D% 50% - % 

3% ]f»Cnipwa 1 IQ i% i% i%- % 

16% 4% CmpAsc 0Sa .0106879 b% 0 0% + % 

-It 605 3 S 3% 3% - % 

36% CmipSc 11 238 46% 46% 46% 


1% Cmpcia MO | 

4% CrapAac 05o .0 108879 01, 

2 CmpFct 605 3 


56% X%C-wrupSc 
12% 6% CrapTs* 


CrapTs* 05 .7 4 7% 7% 7% 

10% 6% ComnDi 1.43a 15. 1674 9 % 9% 0% 

5 Z1 17 1C8I 33% 33% 33%-% 

10% 14% ConnEn^1J3 70 14 47 ig% igi, ^%— % 


10 Co»nf« 100 75 11 00 17% T7% 17% 

M 10 0 403 29% 24% 24% -1% 
i?? 1 S 0 "? 0 -, ,J2 M '0 1529 22 % 22% 22%-% 

68 63% ConE pf S 00 $ uh 59% 56 %- % 

27% latcraifn S3, 83 12% 12% »%- 2 

52$ 41 ComNG 1 84 40 24 546 4B% 4S « - ? 


61% 32% Conran 1.80 44 101896 


38% 30% H 

s, >, cnsior 143 3% 31! 3 £ 

S°E*!Lr,-£ 42 8 ™ isl i 15 % »% - % 

S' 3 Sfi 91 * ,D0 «% 84% 84% 

90 04% CnP plQ7.76 92 *270 84% B4% 84%-% 

36% 23% Cental 1.10 3 J 23 9S0 33% 32% S + t 

515 aM 11 8 W 2i% 3% »% ' 

?,> IkSr is- ?%- % 


36% 23% Contal 1.10 
04% 15% CnaCp Z0O 
22% 7% CraiSV , 


41% M % CmBX pta 53 b 27. 23 a% 25% 35% - % 

20 n% Crrtfl p«AZ44e 15. 248 16% 10% 16% - % 

T3 wVwi 'lnnUB 

21% 7% CtOala 34 494 jnx ini. 10%+ I. 

45% M% CnlS. pi 4 SO 13. jIOO 38 30^ » + J 

5% 3% ConvHId 9! 4 JJl 3%— b 

lit ab riAM Ml +1. M ... T 4 3, 9 


38% 18% OBIWCP ISO 0^ 11 3* 23 Z4% 20 + % 

23% M%Danh«r 0 1M U% 10% 15*1+ % 

17% 13% Denial .18 1518 23 13% 13% W%-% 

14% 3% DataOn HB2 *S S% 4%+ % 

«% V Daiapt 123 IV 1>l l%- > 

- 20 1% 1% i5+ % 

142 2 1% 1% 

10 13 0% 0% 0% + % 


22% 10 BnySGa IJ8 B5 11 87 M% 18% 10**“ % .5% 3% Conv+Vd 92 4 JR 3X- k 

14% 7% BwSt Jflb 6.6 6 3TB 8% 6% ,5^1 2 ini 0% CvHd pll Ma 13. 11210% 10%* 10V+ % 

29% 13% Beamg 54 Z0 13 TO 17 «% 10% + % 20* 8% Co n ^< 13 «K 10% 10% 10% - % 

12% 6% Bearer .73 b BA « 400 7% 7% 7S+ % 4% TMI . 85 3$ 3%- % 


Si i’S 1 5°°^ 10ab 28 I* 1023 38 1 37% 38 
29% 21% Coop M also 85 489 24% 24% 24 1 


30% 28% BatoAH S2 15 22 22 » gb B * % 


18% 11% Baoefon JTa 6.1 
8875 9900 BerWta 


2 US 10 16 

X14O 032S 8290 6230 -100 


5* fie *£*1* •2'® 1 6Ji 488 24 % 24% 24% 

'fHCoprf^. 14 11879 , f T, 17 \ 17% — % 
12% 4 Cara In . 4 a II. 11 PI li 4? J 

^?*SE ,,n ZJ 10 1588 41% M% »%- % 

? «& -J? JS - 52 101 * ,q 3 ,d 2- % 

9% 6% CreCrd J8r 4.1 7 190 7 0% 0%- S 

5% 3% CntrWl 58 M. 7 198 4% 2 

08% 12%Cnlfl V a 51 124 1*5 127, H 

27% 17% Crane JS ZB II 104 Ml? £ J, 

18% 10 CwttAiiJB Z7 ig ,078 14 ,« 5 + 2 

inL f II L r.nwfTP « T7 7 A 11 aaf j+p ■ 


22\ 13 Bmhunja 29 3 « W + ** 

»- » “1,S u “A B 


12% 4% Bwiflir 


18% 10%CrwfGB 5.32 Z4 15 2S5 13% 13% tt%- 

01% 20 Crayfln 0*501 a% 29 »%_ 


6*MI 29 2B% — 


23% |3%CmpKa -42 ZJ 10 235 10 ,9 % 


23% 10% Btodl *10e .7112 H4 14% 14% M% 

29% W%£MrM JO 4.1 11 1M 12% 12 12%+ % 

fl BIBCHQ .as 4.114IB0T 10 8% 8%- % 

29% S% BkHCp 1 04 501« 54 28 % 28 38 - % 

10% 0% B»Aav n.96 95 308 10 0% T, ^ 

9% 7% Bk*n Tja 12 MIT 8% 0$ 8% + % 

ink 9 BAuuT* 5S 9i 1370 10 O'* 10 

43% X BleKHni SO 17 MTO «% 42% J5% 

» 13% ® 38,7 2? 1 * “- 1 * 


4% % Cm ids *18 % !3<H 7-1fl 

7% % CrOiJ Pf'-BJI 1S9 1W2 % 13-32-1-18 

40 %Creapfi275l 139 % % 1 

67 «% CwnCdc 15 318 54% 53% «4 

3S U% Cryafld JO 1.0 0 8 19% 19I* ink - % 

38% H Cufljro 50 S5 13 5 71% dis% i |S%- % 

55% 81%CumEnZ20 82 1» as% B 3&%- W 

43% 25% Cumn pr3S0 12. 2 29% 29 28 

9% 5% CyrroP n M 5% 3% 5% - % 

12% 10% Curtne 1.10a 03 a 11% ni jj%+ % 


9% 5% Cun-on n 
12% 10% Curtne 1.10a 


30 28% CurtW n 1 3S10* 51 76 »% x +1% 


10% 8% Cyeara __ _ ... ... 

15% 9% CypSd" 12 S 10% 10% 10% 

28% U , Cyprus 80 5.1 5 90 IS is% 10% 

6) X CypM pG.75 99 91 39% 38% 39 + % 

- D-D-D - 

16 7% DCMY .40 4.0 H 8% 8% 8%- % 


® 5% 5% 5% 

12 Sj 10% 10% 10% 


71. 5% BiunC/ip .75e 13 50 5% 5*i S% 

61% IT's Boeing b 1 3 3 13 3^7 46% «, 

48i> 19% BciseC 1S2 6 1 8#4?B 25% 24% -*%“ 3 


461. 19% BdisaC 1S2 61 8 «* ? 

7% 3% BuitBor M 1-4 6* 4i » 


ao% 17% DPI S 1 S6 ft* 9 B» «% 18% 10% - % 
SS 20% DOE 1* 56 11 137 24 % 24% 24% - % 


% Dafpt pf 

1% DtaDsp 


: Brigs* ISO 6.110 W 28% 26 26% - «a 


14% 6% DorvWtr JO 1218 12 


. 152 ZS 02*54 82% ffi StW+ H 
pf 1S7 BA iKJO 78% 70% TB%+ % 


45% 30% BnKJaa ZS3# SS 11 ie9744% 44 44 + % 

BB% 06% BlflPI 4.37* SS 70 5245 78*2 77%+ % 

Mjp 5% BrltP wl 181 0% 9 9 - % 

28% 13% BflQO IS9n 8.7 5 TO 22, 22% 22% - % 
87% 40% BrttTrt 3.12 b 9.7 11 1259 55% 54% 54%+ V 

12% 3% BnMdh) JO U 4 763 4 3% 3%- % 


21% 17 CMmPL IS* BJ M 575 17% 17% 17% 

80% 62% DeftaAr 1 JO Zt 31 723 88% 68% 68%- 

12% 3% DoUaW JO 0J7 19 55 4% 4% 4% 

8% V DaHaaa 67 % 1M8 % 


86% 20% Defnxa f.W 3S 17 509 33% 83% 33% 

47% * DaSofB TOB J9 24 607 42% 42% 42%-% 

29% 23% DatEd 1.78 03 91430 20% 38% 28% - % 


29% 23% DatEd 1.78 03 01430 2B% 28% 28% - % 

90 81% OWE pOJB *9 «00 Mo 3*% »*%+ % 

01 73%DWEp47J0 BJ *w BO TO TO - % 

ZB ZS% DE prF 2J9 9S 3 27% 27% 27% 

25% 23 OeC p>Z2B 04 2 24% 34% 24%- % 

34% 10 Dmw SB 4J II 236 19% TB% 18 V - % 

44 a%DhgPd J4 ja tat 28, 29% 25%+ % 

18% 0% Dtasnat 24 1634 11% 10% 10% - % 

17% 9% Dial RE1S8 14, 11 39 12 11% 11% - % 

7% 2% DtaSO SMm 2S30 182 3, 2% 2%-% 

27% T7%DlaSbm M SA 7 1430 19% M% 19* 

6% 3 OwnaCp « 3% 3% 3% 

47 30 DtaTOMlSO 4J <6 127 35% 39 35 

28% 6% OtgUCni 0 822 12. 11% 11 


20% 0% OtgUCni 

95% TO, DHPW 

90 01% Dillard JO J _ . _ 

12% 2% DlmaNY AH 7U 2% 2% 2% 

130% 08 Dfanoy SB J 174981 100% 97% 97% -1% 

30 27% DB MO 4J27M07 33 % 33% 33%- % 

4% 2% Otvrtan TO 10 0% a% 3* 

48% 41% DOftlRa 344 7310 TOO 47% 40% TO% — % 
11% 7% Oomar JO 44 0% 0% 0%- *« 

39 18% Oonald 44 IS 12 290 29% 29% 29% 
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CORPORATE SECURITY 

The FT proposes to publish this survey on 
December 13 1990. It will be of particular 
interest to the tens of thousands of Directors & 
Managers who make decisions regarding the 
purchase of security services who are also regular 
FT readers. If you warn to reach this important 
audience, call Jessica Perry on 071 873 461 1 or 
fax on 071 873 3062. 
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Blue chips fall after 
recent steady advance 


Wall Street 

A COMBINATION of proflt-tak- 
ing on blue chip issues and 
arbitrage-related programme 
selling of stock index futures 
sent equity prices lower yester- 
day morning, writes Patrick 
Hanxrson in New York. 

At 1.30 pm the Dow Jones 
Industrial Average was down 
18.32 at 2^47.03 in steady trad- 
ing. The Standard & Poor’s 500 
was also weaker, down 2.75 at 
316.59, with the American SG 
Composite index faring better, 
just 0.66 easier at 295.81. 

The morning's decline on the 
Big Board was primarily due to 
technical factors in the market, 
said analysts, and the belief 
that equities were due for a 
modest correction after the 
steady advances of the past 
fortnight. 

Sentiment towards the Gulf 
did not change yesterday, and 
oil prices were lower at mid- 
day. with December crude oil 
down 97 cents at 929.75 a band 
on the New York Mercantile 
Exchange. 

The bjgger-than-expected fall 
in housing starts in October 
announced earlier in the morn- 
ing did not contribute to the 
selling pressure. 

Boeing was the morning’s 
most actively traded stock, 
dropping $3 to on turn- 
over of 1.7m shares after a bro- 
ker removed the stock from 
her “buy” list The analyst 
from the securities house Gold- 


ASIA PACIFIC 


man Sadis, cited disappointing 
margins, concern about the 
effect of the Boeing 777 devel- 
opment programme on earn- 
ings, and weakening demand 
for international travel as rea- 
sons for the downgrade. 

Eli Lilly fell $1% to $67% on 
the publication of the latest 
monthly data on the compa- 
ny’s anti-depressant drug, Pro- 
zac. 

The drug has been the sub- 
ject of recent bad publicity 
after allegations of potentially 
harmful side effects, and the 
latest figures showed Prozac's 
share of the new prescription 
market had fallen in October. 
However, analysts were 
divided over the significance of 
the figures, and some believed 
the outlook for Eli Lilly and 
Prozac remained positive. 

Colgate-Palmolive bucked 
the trend with a rise of $% to 
$67% after the company 
released b ullish projections for 
earnings stretching to 1995. 
Gun die Environmental Ser- 
vices also posted a rise, up $1% 
at $10%, after a broker’s 
recommendation prompted a 
rush of demand, an order 
imbalance. 

The American Depositary 
Receipts of WPP, the UK adver- 
tising group, lost more than, 
half their value in hectic trad- 
ing after some savage down- 
grades from US brokers and 
severe warnings of declining 
earnings. WPP ADRs moved 
down $6% to $5% on turnover 
of nearly 500,000 shares. 


Turnover slumps after 
money supply figures 


Tokyo 

TRADING was marked by par- 
ticularly low volume yesterday 
as fears of renewed tensions in 
the Gulf, prompted by news of 
Iraqi troop movements, cast a 
shadow over the market, writes 
Errziko Terazono in Tokyo. 

Turnover fell from 300m 
shares to only 210m, its second 
lowest of the year, as heavy 
selling in the futures markets 
drove down the Nikkei average 
to close at 23,20548, a fall of 
312.68 and only a whisker 
above its day's low of 23,202.81; 
its high was 23,478.67. 

Declines led advances by 736 
to 196 with 156 unchanged. The 
Topix index of all first section 
stocks declined 20.27 to 1,719.79 
but, in London, the ISE /Nikkei 
50 index advanced 2.19 to 
1,290.38. 

The market’s weakness was 
compounded by the release of 
money supply figures indicat- 
ing monetary growth in Octo- 
ber of 11.8 per cent, prompting 
a Bank of Japan official to 
comment that this was exces- 
sive. The growth rate, and the 
central bank’s interpretation, 
indicated that the bank is 
unlikely to lower official inter- 
est rates, ending market talk 
that an rasing was imminent. 

Margin account settlements 
continued to loom over the 
market, contributing to the 
lack of volume. Mr Mitsuru 
Maekawa at Jardine Fleming 
Securities said that Y2.8bn 
worth of margin accounts are 
expected to expire on Thurs- 
day. “We know that a lot of the 
Y2L8bn has already been sold, 
and do not expect the whole 
amount to be released into the 
market, but the thought of it is 
enough to depress equities,” he 
said. 

Leading electricals and other 
big companies lost most of 
Monday’s gains. Robe Steel fell 
Y14 to Y475, Mitsubishi Heavy 


Industries Y10 to Y6S3, Hitachi 
Y30 to Yl,090 and Toshiba Y10 
to Y700. 

Shipbuilders also lost ground 
following a report that October 
ship orders had fallen by 51 per 
cent compared with the same 
month last year. Hitachi Zosen 
was down Y31 at Y451, Sasebo 
Heavy Industries fell Y31 to 
Y650, and Ishikawaj ima- Har- 
ima Heavy Industries OHO lost 
Y3I to Y648. 

Short-term special situations 
lost out as Chiyoda, the plant 
engineer with construction 
projects in the Middle East, 
lost Y60 to Y1620 as tnwrirms 
rose again in the Gulf. 

Fujlkura, a leading electric 
wires and cables maker which 
had risen on the news that it 
was increasing investment in 
optical fibre business, also fell 
Y30 to Y766 in spite of an esti- 
mated 18 per cent increase in 
pre-tax prefits for the foil year. 

Osaka fell in higher volume 
of 702m shares against 58m, 
the OSE average closing 132£Q 
lower at 26£12L84. Cbngal Ro, 
tirn most actively traded issue, 
fell Y3D to Y1460 after gaming 
Y70 cm Monday. Investors were 
worried that the issue had a 
high level of outstanding long 
margin positions. 

Nintendo fell Y50Q to Y24^00 
on a possible fell in US sales. 
Mitsumi, promoted on its com- 
ponent sales to Nintendo, also 
fen Y40 to Y1.450. 

Roundup 

DOMESTIC NEWS helped 
some regional markets to 
strengthen yesterday, but the 
Gulf crisis continued to keep 
most investors cautious. 

AUSTRALIA reacted to a 
revised wage and tax deal, 
regarded as good news for 
inflation and company earn- 
ings, with its biggest daily gain 
in two weeks. The market was 
also encouraged by the pros- 
pect of lower interest rates. 


Tel Aviv holds its nerve amid fear of war 

The stock market is clinging to a mood of cautious recovery, writes Hugh Carnegy 


Roger Properties fell $% to 
$6 on the resignation of the 
company president and the 
news that the Securities and 
Exchange Commission was 
investing alleged insider trad- 
ing in Roger stock. 

American Cyananid fell $% 
to $49% after entering a guilty 
plea and paying a $Km fine for 
the unauthorised construction 
of a power plant In New York 
State. The fine was the largest 
c riminal penalty ever imposed 
for a violation of state air qual- 
ity regulations. 

Canada 

TORONTO stocks dropped in 
listless trade as investors took 
profits and waited for a timid 
to emerge. Investors were also 
waiting for a drop in US prime 
rates after the Fed easing last 
Friday. 

The composite index lost 16.5 
to 3.11&5 on volume of lL09m 
shares. Declines led advances 
by 252 to 166. 

Standard TrustCo jumped 65 
cents to C$3 on volume of 
14,000 shares. The Canadian 
bond rating service said it 
suspended ratings on the com- 
pany's short and long-term 
deposits, preferred shares, 
short-term notes and deben- 
tures. 

CP Forest gained C$% to 
C$28. The company said late on 
Monday that it had placed 
$92m of 20-year senior notes 
with institutional investors in 
the US. 


L IRE SO many of its 
counterparts elsewhere, 
the Tel Aviv stock mar- 
ket has suffered from a spell of 
nervous uncertainty since the 
Gulf crisis erupted in early 
August. This is hardly surpris- 
ing, noted a wry local commen- 
tator recently, given that It Is 
about the only stock exchange 
actually within range of Iraqi 
missiles. 

With general fears of the 
international consequences of 
war thus exacerbated by the 
direct threat of an attack an 
Israel, the eariy days of the 
crisis saw some precipitous 
market slides, in which the 
TPfltn lost as much 10 

per cent in a day. As time has 
gone by, however, the alarm 
has been replaced by a mood of 
cautious re covery , but typified 
by low trading volumes. 

The general index has recov- 
ered to about 210 this week 
from a low of 204 on August 23. 
This compares with a peak of 
272 on August l - about 23 par 
cent higher than the current 
level. Trade in bonds, which is 
dominated by government 


EUROPE 


issues and accounts for the 
bulk of turnover on the Tel 
Aviv Stock Exchange (TASE), 
has also fluctuated, with the 
general bond index showing 
almost no real increase in 
value over the year. 

The prospect of war to the 
Gulf is not the only shadow 
looming over the market. 
Domestically, there is also the 
Issue of massive immigration 
by Soviet Jews into Israel 
which Is certain to lead to 
great increases In the govern- 
ment’s borrowing require- 
ments and may fuel inflation, 
already running at an flwwna? 
rate of dose to 20 per cent 

However, the outlook is not 
necessarily gloomy. There are 
a number of underlying factors 
at work which suggest the 
recent trend of expansion may 
resume. 

The Gulf shock interrupted a 
remarkable bull run on the 
share market which saw share 
values rise by about 140 per 
cent from the start of 1989 
until tiie end of July tins year. 
This reflected some strong cor- 
porate pwfiirnyuMPB — in Spile 


of a generally stagnant econ- 
omy - but also a lot of pent-up 
demand. 

Investors may be worried 
now that companies may be hit 
by higher energy prices and 
sluggish markets overseas. 
However, the economy should 
benefit bum the kick-start that 


lwaH of M ing, says that the 
private sector share of the 
ShkdObn ($20bn) bond market 
is now up to about 20 per cent 
bum insignificant levels five 
years ago. The government has 
also moved away from, its pre- 
viously heavy reliance on 
fixed-rate Issues whit* institu- 


The stock exchange is also hoping that 
the government, under severe pressure 
to raise funds for Immigration 
absorption, win at last speed up its 
privatisation programme covering 
leading state-owned enterprises 


immigration has already given 
domestic demand. The market 
is also encouraged by a steady, 
if slow, pattern of reform in 
capital markets which has 
allowed the private sector 
much greater freedom to tap 
the bond market, and enabled 
institutional investors, such as 
providential and pension 
binds, to invest in equities. 

Mr Sand Tamazi, the TASE 


tfons an see obliged to take up. 

The stock exchange is also 
hoping that the government, 
undo- severe pressure to raise 
funds for immigration absorp- 
tion, will at last speed up its 
privatisation programme cov- 
ering leading state-owned 
enterprises, such as Israeli 
Chemicals nnA Israel 
Carp, as well as the top banks, 
most of whose stock the state 


controls- . _ 

In September, in •*“>»“ 
breaking issue, an effective o 
per cent stake to Bezeq. the 
teleo o" ,, ” tnMi cations utility, 
was successfully Goatai °*L to 
an otherwise depressedmar- 
keL At more than S hklS Om. it 
was the biggest flotation ever 
handled by the TASE. n 
"The success of the Bezeq 
issue shows we can cope, saw 
Mr Tamari, “because the insti- 
tutional investors, the mutual 
funds, the big clients want 
good companies and are will- 
ing to invest. I also hope that 
the government will issue 
bank shares and not just offer 
them to private investors.” 

However, the market Is 
unlikely to take off again until 
th» war clouds clear. Even 
t bmi, any fnt hl1giwmi could be 
heavily dampened by a 
renewed Inflationary surge, 
and by a government decision 
to turn to the local market for 
significant amounts of the 
huge fnnria It now requires to 
finance — estimates ran as 
high as $50bn over the next 
few years. 


Approaching holiday keeps Frankfurt quiet 


The AQ Ordinaries index rose 
17.5 to 1,365.5 as turnover 
swelled to A$181m from Mon- 
day’s A$138m. 

The Australian Council of 
Trade Unions and the federal 
government agreed to replace 
the first stage of the Accord 
Mark VI pay rise with an extra 
tax cut from January 1. In 
addition, Mr Paul Keating, 
treasurer, said that the govern- 
ment would consider a further 
cut in interest rates before the 
year’s end. 

Interest rate hopes lifted 
bank stocks, while News Carp 
jumped 34 cents to A$6.06. 
Adsteam group shares rose on 
the news that Nat Con would 
sell its 19.2 per cent stake in 
David Jones, which gained 11 
cents to A$L45, while Adsteam 
rose 11 emits to 76 cods. 

MANILA’S rally on the back 
of Philippine National Bank 
(PNB) and Philippine Long Dis- 
tance Telephone (PLOT) con- 
tinued, with the composite 
index gaining 25.67 or 3J per 
cent to 677.30. PLOT rose 17.50 
pesos and PNB gained 7.50 
pesos, both closing at 285. 

Expectations of an oil find at 
West Linapacan and hopes of 
peace in the Gulf also boosted 
the market Turnover on the 
two Philippine bourses grew to 
117m pesos from 75m. 

HONG KONG eased in mod- 
erately light trading; the Hang 
Seng index fell 10.66 to 3,031.92 
in tur nover of HK$827.7m, sim- 
ilar to Monday’s HK$823.4m. 
Concern about the Middle East 
kept investors away. 

TAIWAN fluctuated in busy 
trading, ending slight ly higher. 
The weighted index rose 27.07 
to 4,277.95 in turnover of 
T$69.8bn, down from T$84£tm. 

BANGKOK closed lower, 
after heavy selling in the last 
10 minutes of trading on 
rumours - denied by the gov- 
ernment — of a »»nap general 
election. The SET index lost 
5.53 to 652.72. 


BOURSES finished little 
changed yesterday, with few 
items of corporate or interna- 
tional news to enliven trading, 
writes Our Ma rkets Staff. 

FRANKFURT held Monday’s 
gains in turnover trimmed by 
the approach of today’s holiday 
in Germany, Thanksgiving 
holidays on Thursday and Fri- 
day in the US and Japan 
respectively. 

The FAZ and DAK indices 
fell by just 0.36 to 633.04, and 
0.17 to 1,467.30 respectively, in 
volume declining from 
DM&2bn to DM4.7bn. Mr Hans 
von Haza at Dresdner Bank, 
however, said that he would 
not have been surprised If 
shares had lost about one half 
of the previous day’s gains; 
there also seemed to be a feel- 
ing, which he did not necessar- 
ily share, that the rally would 
continue after the holiday. 

Early morning buying in 
flnanriala formed the base for 
yesterday’s market stability. 
Dresdner dosed DM3 higher at 
DM368.50 while most of the 
other banks slipped back 
again; Dresdner is due to make 
a progress report tomorrow 
week, and recent 1990 Indica- 
tions from Deutsche Bank and 
Commerzbank have been 
encouraging. 

Elsewhere, Karstadt and 
Kaufhof returned to favour on 
Karstadfs indication of higher 
profits, rising by DM4 to 
DM683, and DM9 to DM558; but 
the likelihood of a lower divi- 
dend left Continental DM&50 
lower at DM205.50. 

PARIS ended virtually 
unchanged after fluctuating 
within a 22-point range 
throughout the session, before 
the end of the current trading 
account tomorrow. The CAC 40 
index closed at 1,63315, down 
0.50, in turnover similar to 
Monday’s at about FFrl.7bn. 

There was some relief at the 
survival of Prime Minis ter 
Michel Rocard following the 
narrow defeat of a no -confi- 
dence vote on Monday night 
But his position remains weak, 
said one dealer, so investors 
were still nervous about the 
political situation. 

Among the few features was 

SOUTH AFRICA 

MODEST demand for a l i mited 
supply of quality scrip lifted 
Johannesburg, with gold 
shares also supported by a 
mild recovery in bullion 
prices. The JSE all-gold index 
rose 10 to 1,274 and the all- 
share index put on 19 to 2,609. 


CGE, which slipped FFr4 to 
FFr550 in volume of 394,100 
shares. Including a block trade 
of 200,000. Elf Aquitaine’s 
share price, up FFr8 to FFr633 
with 98,800 traded, felled to 
respond to reports that it had 
discovered oil offshore in 
Nigeria. The company refused 
to comment on the reports. 

Suez eased FFr2 to FFr310.80; 
insurer Axa Midi, up FFrl at 
FFr220, said that it had raised 
its stake in Suez from 1 per 
fpnt to 3 POT rant 

AMSTERDAM closed near 
the day’s highs in volume esti- 
mated at about FI 450m. The 
CBS Tendency index rose 0.6 to 
97j6. 

Philips advanced 70 cents to 
FI 20 following the news late 
cm Monday that the group now 
expects a net loss of F14tm for 
1990 but is anticipating a 
return to profitability in 1991- 

Royal Dutch recovered from 
its recent weakness to close 
FI 2.40 better at FI 128.40. 

OSLO dropped to yet another 
1990 low on fears of a possible 
war In the Gulf. The all-share 
index fell 3.00 to 459.99. 


Towards the dose of trading, 
news emerged from the United 
States that Molecular Biosys- 
tems was to file for US 
approval of ADbnxnex, an ultra- 
sound contrast media agent. 
Mr Andrew Porter of Nikko 
Sflc i T ri t j pg aairf thin would ben- 
efit HwSai nmi Nycotmed, which 
has the European rights to the 
product, although there were 
apparently some concerns over 
the product's safety to be 
addressed. 

STOCKHOLM fell far the sec- 
ond day in succession, the 
Affiirsvarlden General index 
shedding 3J. to 8555 although 
turnover rose Iran SKrl23m to 
SKrl50m. 

There was some disappoint- 
ment with the interim repor t 
from Atlas Copco, the indus- 
trial equipment company, 
which said after hours on Mon- 
day that pre-tax profits were 9 
per cent up for the first nine 
months of thhi year — 
market expectations in the 14 
per cent area. Atlas Copco A 
shares fell SKrl2 to SKrlfiO. 

Meanwhile, Volvo B shares 
hit a 1990 low of SKH96, down 


SKr9, after last week’s nine- 
month pre-tax loss of SKrlSSm. 

HELSINKI stood out izi Scan- 
dinavia, with a rise as foreign 
Investors picked up free 
shares. The Unites all-share 
index rose 0J) to 41(12 in turn- 
over of FM57.6m, with free 
ghwwp ff accounting for FMUm. 

ZURICH declined in slack 
trading, the Crddit Suisse 
index dosing 3J2 lower at 468.4. 
Most leading stocks edged 
d o w n wards, although Sandoz 
held steady and Sulzer regis- 
tered shares managed a SFr50 
rise to SFnlkSSO. 

MADRID slipped on profit- 

fairing with ppngrfll hvJflX 

Soring 097 down at 28SL48, lit- 
tie changed from the aid of the 
morning session. Turnover was 
light 

Banco Camerdal Rspanol, a 
subsidiary of Banco de Santan- 
der, was suspended from trad- 
ing temporarily after the Span- 
ish national securities 
commission received the for- 
mal takeover bid from Credit 
Lyonnais of France. 

BRUSSELS was mixed to 
firmer as the new two-week 


forward market trading 
account began quietly. The 
cash market index gained 3&£3 
to 5,121-11- 

Demand for utilities was 
strong before the listing next 
month of Electrabel, the com- 
pany formed by the merger of 
In tercom , Ebes and Unerg. 

ATHENS fell back after the 
previous day's 8 per cent 
advance. The general Index 
lost 19.11 o r 2.2 per cent to 
865J5. ISTANBUL, which was 
also stronger an Monday, eased 
5A34 or L5 per cent to 3315.14 
in tu rn ov er of TL82.7bn, down 
from the previous day’s active 
TL87bn- 

Trading in MILAN was 
blocked for a third day by a 
door traders’ strike. Italian 
shares traded on London’s 
automated screen system 
drifted aHghtiy hi gher in mar- 
ginal volume. 

Ferruzzi group shares 
remained suspended. Two Eni- 
ns ant shareholders’ meetings 
to dgtwr mrna the future owner- 
ship of the ehwmirai companies 
have been postponed from 
today w"tn Monday. 



American Home Products 
Corporation 

has sold its household products subsidiary 

Boyle-Midway 


Reckitt & Colman pic 
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Australia (76) 122.74 

Austria (19) 202.60 

Belgium (01) 138.74 

Canada (120) 125.34 

Denmark (33) 2S6.10 

Finland (25) 105.75 

France (122). — 141.39 

Germany (97) 1 19.44 

Hong Kong (48) 123.78 

Ireland (17) 133.02 

Italy (91) 79.66 

Japan (454) 128.19 

Malaysia (35) 19559 

Mexico (12) 552.94 

Netherland (41) 134.19 

New 2ea!and (16) 48.81 

Norway (27) — 214.80 

Singapore (25) 156.16 

South Africa (GO) 169.94 

Spain (42) 150.52 

Sweden (27) 166.32 

Switzerland (68) 92.63 

United Kingdom (29S). 165.17 

USA (533), 128-84 

Europe (962)-..- - - 138.37 

Nordic (112) 179.13 

Pacific Basin (654) 127.50 

Euro- Pacific (1616) 132.28 

North America (6S3) 128.54 

Europe Ex. UK (864) 121.60 

Pacific Ex. Japan (200)__ 118.71 

World Ex. US (1808) 132.65 

World Ex. UK (2043) 126.89 

World Ex. So. Af. (22811.. 130.05 
World Ex. Japan (1887).. 132.67 

The World Index (234T).- 130.29 
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751 123.31 
1.77 199.04 
S5B 138.42 
351 125.09 
151 255.38 
3.89 104.44 
3.75 14057 
248 117.38 
554 12239 
4.42 151.43 
3.72 79.73 

0.B2 126.07 
3.10 19251 
a 39 551.15 
558 13358 
7.80 47.90 

154 219.30 
3.59 154.68 
4.18 176.87 
5.22 148.48 

298 166.01 

299 91.31 
5.58 16260 
353 12759 

4.40 136.68 
252 179.19 
151 125.51 
256 130.41 
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263 130.92 
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10653 

15157 

103.60 
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7750 
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89.73 
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116.98 

66.06 

103.12 

20056 

1771.85 

101.15 

41.69 

17158 
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98.53 112.38 182.05 118.33 


Morgan Guaranty assisted 
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in this transaction 
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Turkey re paying a 
high price for its 
Sjy support of the UN 
m embargo against 

Iraq. Although 

business is putting -gbjgffi facffipn 
it, for Pr^iforrtfo^ the 7 

Gultcrisjs represents thegreatest 
challenge to his economic reforms, 
as John. Murray Brown reports 


Of 


THE TURKISH winter eonM 
prove mmmaily severe ‘this 
year amid grow ing po li tical 
and eodnomfe nncertarntyover 
the outcome of the Golf crisis. 

Business is puffin? a brave 
face on it^butlt is dear that 
some exnansionplans have 
been shelved. Foreign mves- 
tczs are looking elsewhere to 
locate their plant TUa month, 
in one of its flnct u atl ni M over 
the Jttkeffhood of wan the Istan- 
bul slock exchange' lass-dipped 


ISH FINANCE AND INDUSTRY 
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KSE Shares market - Average daily transactions 


Volume (TL biffion) 
— 100 
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The Gull crisis has finally caught up wfttt the Istanbul Stock Exchange 




to below 4 < 000L Officials esti- 
mate the United Nations 
embargo against Iraq win cost 
the TnrfcLsh economy any- 
where between $2bn and SSbn. 

Service receipts, from trans- 
port and tourism, have been 
badly hit 

Turkey has foregone as 
much as $60Qmin royalties by 
closing the . pipeline taking 
Iraqi c£L to the Meditearanean. 

Biit at tbis stage the figures 
are little better than 


, guesswork, given the volatility 
in oil prices, an open-ended 
defence budget and the likely 
knock-on affwt of hri ghar infla- 
tion on growth in the economy. 

For President Turgut Ozal, 
who became leader last 
November after six years as 
prime minister, it represents 
bis greatest challenge, not only 
for the success cC bis economic 
. reforms, but for the survival of 
the ruling Motherland Party 
CANAP), which he helped to 
found. ■ 

. . Many Turks are still suffer- 
ing fr m n tiw spending hiwg p 
which saw ANAP win the 1987 

With elections due before the 
end of 1992, ANAP may hope to 
use the Gulf to .distract atten- 
tion from the country’s real 
problems - the failure to 
farfriA sustained high inflation, 
its perceived ambivalence on 
the Issue Of wtiwii iaw 

and the incompetence in deal- 
ing with a surge in political 
violence. 

. An gdiiwii un k n own is 
likely political fallout from the 
collapse of PdDy Peck, the UK 
based fruit-to-electronics 
group, and the financial scan- 
dal now surrounding its 
founder, Ur Awfl Nadir, a dmy 
friend of the president 

Support for UN sanctions 
has again underlined Turkey's 
vital importance to the western 
alliance. 

With Turkey’s application to 
-Join the European Community 
officially shelved in December, 
President Oral is n«tog the cri- 
sis to remvoke Turkey's claim 
for a modern western identity. 


The economic dividends of 
toe Gulf crisis are less certain. 
Aid has arrived from Kuwait’s 
Emir. Japan has agreed new 
concessionary credits. The 
World Bank has approved a 
long delayed structural adjust- 
ment credit 

But a major aid windfall 
might be difficult to absorb 
and merely fuel inflation. Mr 
Ozal has called on the west to 
provide Turkish products with 
greater market access. 

President Ozal in fact now 
dominates political 
in ways hardly imagined when 
he succeeded General Kenan 
Evren. Iraq is Turkey's second 
largest trading partner. Some 
businessmen believe the 
embargo ovezhasty. 

Opposition figures complain 
Mr Ozal is overreaching his 
constitutional powers - a 
more serious charge in a co on , 
try where the sense of legality 
runs deep. 

But neutrality was never a 
serious option, given T urke y’s 
strategic importance, its 57m 

pnpuluHnn, anH Hit* fragility of 

its democratic institutions. 
SH I PP pnlla ffl fflraaf ; the crisis 

may even have enhanced Mr 
Ozai's sBgfafly taraiahad popu- 
larity. 

As yet, little has rubbed on 
ANAP, whose claim to be the 
natural party of government 
looks increasingly less con- 
vincing. 

ANAP has a safe 60 per cent 
parliamentary majority though 
this represents just 36 per cent 
of toe popular vote. If resigna- 
tions in October of both the 
defence and foreign ministers 
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suggest that the cabinet may 
be divided, the opposition is 
more divided. 

Mach will depend on how 
well toe economy fares. Even 
More the Gulf crisis, business 
was groping its way through 
an unfamiliar landscape, 
against a background of 
uneven growth, rising inflation 
and spiralling public de fi ci ts. 

Industry is still digesting the 
full force of the Ozal reforms. 
The import regime has been 
dismantled forcing local pro- 
ducers for the first time to 
compete. Exporters are failing 
their way into new markets. In 
line with efforts to harmonise 
standards with toe EC, toe cur- 
rency is now fully convertible. 
Accounting are aic» 

muter review, particularly the 
lark of ramsnliriatinn in Turk- 
ish mmpflnipa 

The economy has certainly 
changed since the days when 
Turkey's main export was its 
‘gastarbeiter*, the workers sent 
to Germany and elsewhere 
who still account for remit- 
tances worth over $2bn in 1990. 

But the dramatic export 
surge since the early 1980s was 
probably less the result of deep 
structural chang e than a coin- 
cidence of short term factors - 
industry’s idle capacity, the 
competitive lira exchange rate 
and the raft of incentives 
offered to expor te rs. 

In the financial sector, bank- 
ing reform has helped spur the 
emergence of the Istanbul 
stock market, with toe cosy 
relations between large firms 
and their hanks nnder review. 
Some companies have nsed the 


stock market to raise new capi- 
tal and r e str uct ure their bal- 
ance sheets. 

Bat business is stSl hugely 
privately owned and domi- 
nated by large family owned 
conglomerates, with large cap- 
tive home markets. Koc, for 
example, probably Turkey's 
leading trading house, still 
generates less than 5 per cant 
of turnover from exports. 

Even entrepreneurs who 
have ventured into export mar- 
kets rely on a narrow product 
range, parti cular ly the labour- 
intensive areas of tevtilwa and 
clnthing 

Turkey’s real t ransf ormation 
has been going on beyond toe 
boardroom where a largely 
rural society is adjusting to the 
growing pains of development. 
Agriculture stfil contributes 17 
per cent of GDP, employs 
about half of the labour force 
and provides roughly half the 
exports. But urban migration 
is creating horrendous strains 
for the already o v er stretc hed 
city infrastructures. Istanbul 
for wampte now suffers daily 
water shortages. Izmir, the 
country's third largest city 
with a population of 6m people, 
has no working sewage plant. 
It is in these areas, that Islamic 
sentiment is emerging as a 
focus for the disaffected. 

It is among the urban waged 
labour that inflation is now 
most acute. Consumer prices 
are rising at a rate of 8 per 
cent a month. Good harvest 
prospects, coupled with recent 
import growth spurred by the 
strength of the lira, may help 
to dampen the rate. But sus- 


tained h igh inflation remains 
the overriding cause of Tur- 
key's current ills. 

It is already feeding through 
to the shopfioor. Organised 
labour is flexing its muscles 
after a decade of wage restraint 
(a key factor in maintaining 
the competitiveness of Turkish 
exports). Vital business sectors 
already face industrial lockout 
in defiance of the country's 
re strictiv e labour laws. 

The problem is exacerbated 
by high foreign debt payments, 
currently around 20 per cent of 
the total budget Turkey also 
has a narrow tax base, malting 
it all the more difficult to 
maintain public services. 

Public finances will be 
boosted by the proposed sale to 
the public of state assets. How- 
ever, the programme has 
recently come unstuck through 
legal wrangles, and the stock 
exchange's meagre appetite for 
such sales. Privatisation has 
done little to improve the man- 
agement of state companies. 

In addition, toe high real 
interest needed to finance the 
budget deficit, and fight infla- 
tion, Is annthpr burden when 
business is so dependent on 
bank loan finance. Budget 
pressure has already forced Mr 
Ozal to put a tighter rein on 
the spending of local adminis- 
trations, so reversing one of 
the more enlightene d reforms 
of his seven years in office. 

Hard enough before the cri- 
sis, all these problems will be 
more difficult today, with the 
prospect of war in toe Gulf 
casting its shadow over every 
sphere of Turkish life. 
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A challen g in g opportunity in a new country. An exciting contract. Exact time for the right advice. Otherwise, it could all go wrong. Don’t take the risk. 

As Turkey’s leading full service merchant banking group, we are here for the right advice. On- trade and project finance, factoring, insurance or the capital markets. 
Our leasing company, Iktisai Leasing did the first and only leveraged buy-out in Turkey for a ‘foreign company. 

Wherever you have your business, in Turkey - or elsewhere in the world- we 1 will meet your needs.. Take the right step and talk to us. 

For further information, please contact either Arthur Wilkinson at our London Office or Si nan Demirdbgen at our Head Office. 

You'll find the addresses below: 


f -x- IN ill cirntPinT PfTirr London Wall. London EC2M STU. Tel: 01-638 2820. Telex: 913359. Fax: 01-630 2823 
HeadOfftrc BDyOkdercCad. 165 Esemepe/Isunbul. Tel: (1) 174 llll.Telex: 26021, Fix: (1) 1747028 
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EUROPE 


Community 

euphoria 

evaporates 


UNDERSTANDING Turkey's 
c urrent views on mamberebip 
of the E ur opean Commonity & 
about as easy a a reading the 
grounds at the bottom of a 
Turkish cof fee cup. 

Over the last year, the 
euphoria of fee original appli- 
cation iz> 1987 has evaporated. 
Last December, the European 
Commission in Brussels 
politely but firmly shelved Tur- 
key's application, arguing that 
it had first to address fee con- 
cents of fee emerging democra- 
cies in eastern Europe. But 
many Turks believe this was a 
twr.hfrirfli excuse for what is a 
mare fundamental reservation 
over Turkish membership^ 

More was to follow. In July, 
the Greek Cypriots, without 
consdBfag fee Turkish half of 
their divided island, applied for 
membership, hi October, in a 
move fikety to mb more salt 
into Tm W rfi wounds, Greece 


looked set to block release of 
fee Fourth Financial Protocol, 
an Ecu 600m aid package 
which has been suspended 
since Turkey's military coup in 
1980. hi November, in line wife 
other EC countries, Greece was 
set to establish a 12 mile off- 
shore zone — mwthw 

direct challenge to Turkey's 
interests in fee Aegean, where 
Ankara Trwtefat m a 6-nrile con- 
tinental «lv»W- 

The EC concerns are easy to 
imagine. Turkey's population 
is growing at almost 25 per 
cent per year and is set to be 
larger than all its European 
n ei gh bo ur s early in the w rt 
century. Turkey is still a poor 
state; at 3L960, per capita GDP 
is below that of any existing 
community member. 

Under fee Common Agricul- 
tural Policy, Turkey’s rela- 
tively backward farm sector, 
which employs some 9m peo- 


ple, would be entitled to mas* 
sive Infusions a! EC funds. 

More over, wife infla tion run* 

oIjw ovbt 8 i tff £ month 
nrv\ rising, it fa bard to eznb> 
age Turkey bring able to com- 
mit itself to any common Euro- 
pean monetary p ol icy 

Lastly, there must be serious 
questions about any countr y 
which has suffered three mili- 
tary coups in the past 30 years. 
Turkey returned to multi-party 
democracy in 1983, but one 
political party, the Communist 
Party, is Stan banned. Many 

twfmlWhigli^ trfovf by mfl tt wr y 

tribunal in the wake of the 
coup, still languish in prison 
for nothing more than express- 
ing their political views. More- 
over, torture still exists, 
according to human rights 
groups like the UK baaed 
Amnesty International. 

President Turgot Ozal once 
appeared to stake his political 
future on EC membership. His 
strong stand in import of the 
UN e m b a rgo on Iraq has no 
doubt strengthened Turkey's 
European credentials. Yet ms 
bets remain firmly b rigri- 

Re now flirts wife a possible 
trade deal with the US. Discus- 
sions are ongoing with the 
Eur o pe a n Free Trade Associa- 
tion. There is even talk of a 

Rim* Sea wf i wra w lc «nwfl- 

But is this fee behaviour of 
some one jilted, or just another 
measure of brinkmanship? 

Ankara’s relations with fee 



Tarry Kbit 


Ozal; hodgtafl hta beta 

EC rfafp from the Association 
Agreement of 1963. This set out 
to create an “ appr ox im ation in 
tbree stages of the parties’ eco- 
nomic poOdes.” 

The agreement committed 
Turkey to liberalise trade and 
provided for a schednled reduc- 
tton of im por t tariffs, eventu- 
ally ltmting to customs rniifin. 
Ws re qui red Turkey to adopt 
the uniform e xter nal faHff of 
fee community. 

According to Mr Tetnri Writ, 
head of EC affairs at fee For- 
eign Ministry, Turkey is mak- 
in g c on side rab le sacrifices to 
enter the community, in terms 
of lost tax re v e nu es, and the 
cost to Turkish industry from 
open co m petition with Euro- 
pean products. 

Over 40 per cent of Turkey’s 
foreign trade is already with 
c om mu nit y countries. Besides 
most categories of Turkish 
i n d u s tria l goods aria: the EC 


duty fine, and have dose so for 
the past 17 years. Only agricul- 
tural trade remains protected. 
To many observers Turkey 
already eq}oys all the benefits 
of customs union. Only in tex- 
tiles, where Turkey is now fee 
Parting supplier to the Euro- 
pean Tnarfr o*, is there a volun- 
tary agreement on exports. 

After falling behind on the 
re for m timetable, in 1989 Tur- 
key embarked on widespread 
reductions in actual rates 
across the board, in a Zdd to 
force its industry to compete 
with foreign imports. 

Such a bold move might 
have been expected to win a 
sympathetic hand in the Euro- 
pean capitals promoting struc- 
tural r efo rm. But as tha Brus- 
sels bureaucrats see It, the 
changes have merely provided 
concessions for all importers 
ignoring what, under the Asso- 
ciation Agreement, is mpant to 
be fee community's preferen- 
tial trade status. 

The EC’s other complaint is 
that import surcharges in some 
instances mefce effecti ve tariff 
rates higher. In Brussels the 
view is that these additional 
levies, which go to support fee 
Mass and other *«*»' *» 

budgetary funds, c o n stitu te an 
admnaoal tax and are there- 
fore in breach of thB original 
association a gr t w u i * l|Wt - One EC 
nffidal nffaiw i fee »rrar n p | o of 
sheet linen which after the 
i wwwt i*nh at the nomi- 
nal rate of 30 per cent but, 
after all the special wa 

included, actually incurs a rate 
of 54.7 per cent, too high for 
many E u ropean producers to 
even contemplate selling into 
fee Turkish market 

Wife some justification, the 
Turks counter that Brussels 
lw not followed tbg letter of 
the 1968 Agreement The cur- 
rent quota an Turkish textiles, 
for <mw"pb, is in breach 
of fee free trade principles of 
♦twi agreement Another grum- 
ble exists over the question of 
the free moveme n t of Turkish 
labour within fee comm uni ty, 
as stipulated in the original 
accord. Given the changes in 
eastern Europe, this is set to 
become an increasingly sensi- 
tive Issue, particularly for Ger- 
many where Turkey has some 
two million “guest workers’. 

SnmP Tu rkish nfflrinla wrnM 

contend that these are all argu- 
ments in favour of member- 
ship, not against it Particu- 
larly on the political front, 
early entry is seen as the beet 
way to s u pport Turkey’s still 
fragile democracy and cou nt er 
what Brussels fears is the 
growing t frta of Mamin senti- 
ment in Turkey. 

John Murray Brawn 


Jim Bodgener on alternatives to the EC 

Black Sea initiatives 


EVEN before the Golf crisis. 
President Turgot Ozal had 
ardently expounded Ms vision 

of Turkey’s dominant regional 

role in a Black Sea grouping by 
the year 3000. His message; 
clearly, was that Turkey had 

complementary alternatives to 

fee EG and tire west 
Relations with Iraq will 
never be the same again. Mr 
Ozal has admitted. Nor, say 
observers, can they be wife 

other states in fee Middle Bast. 

where Turkey’s departure from 

‘active neutrality* in the region 

has raised the unwelcome 
imperial ghost of an Ottoman 


Quite apart from the loss of 

lucrative Iraqi and Kuwaiti 

export wMwfcwta , tike has 
hit other Gulf economies trad- 
ing with Turkey. The govern- . 
meat Is even seeking to capi- ' 

talise on Bahrain’s resultant 

insecurity as a financial cen- 
tre, wife the introduction of 
legislation p ermitti n g offshore 
hawking to Istanbul. 

Through the extension of 

$40Om in export credit thnxteh 

the Turkish Export 'Credit 
Bank (Rxfmh mk) to Iran, the 

offset lost 


business wife Iranian 

trade. But relations have 
always been prickly wife the 
theocracy to Tehran ^ bilat- 
eral trade since the m&fiHQs 
has constetentiy flatted t o Bee 

tip to animal tAQvts* 

So tiie Golf crisis has placed 

economic co-operation across 

and around fee Black Sea to 

sharper refiefi Coupled with 

falling barriers in eastern 
Europe, it has spurred recent 
Turkish trade agreements In 
the and with neigh- 

bouring Soviet republics, 
under the greater freedom 
granted them through peres- 
troika. 

"We are taking fee establish- 
ment of a Black Sea 
prosperity zone very seri- 
ously". says Mr ihmWm CaUr, 
deputy foreign trade and trea- 

sury undersecretary. Under- 
pinning thi* would be bilateral 

trade with the Soviet Union, 

which has grown steadily from 

the mid-1980s on fee back of an 

exchange deal of Turkish 
goods and services, 

construction, fix: Soviet: 


The volume is to 

Increase to $15bn-gL6bn this 

year, from $L3bn to 1969, and 

to reach ux» to tan in about 


five years’ time. Turkey sells a 
wide xangB of goods, from agri- 

cultural products to. pharma- 
ceuticals and mecBctoes - the 
latter bring fr^ wwdw gty short 
in supply in the Soviet Union. 

As a base for a companies 

to penetrate Soviet 
markets, Turkey offers unique 
advantages, according to a 
recent IBS report Joint ven- 

tures are easier to establish in 
Turkey, for example, prag- 
matic ties of economic a F < d 
technological co-operation: 
already most, and Turkey has a 


The Gulf Crisis, ; , 
coupled with lh* 
opening .of eastern 
Europe, has placed 
die region in 
sharper relief 


strong industrial base wife a 

low-cost workforce^in many 

cases producing to Soviet stan- 

dards. 

This year, Turkey is sched- 
uled to purchase. idJQba cubic 
metres of Soviet natural gas 
via the jfipeBom from fed Bul-: 
garian border up to Ankara, 
for which it win exchange 
3MSm worth off goods, 386m m 

contracting services, and 39Gm 

fa - re pa y ments of Tfajr Exhn- 
twnk credits. The Soviet Unbox 
win also take an additional 
$40m worth of goods in pay- 
ment for gas imports in tznam 
of the «mntwt agreed, to 

early 1990s, the gas volumes 

are expected to reach 65bn 
cubic metres annually. 
Although the Soviet Union’s 
present economic tribulations 
could slow farther trade 
growth on cash terms, fee 
Turkish government wants’ to 
extend the concept: of the gas 
agreement to other sectors. 

Apart from trade; opportuni- 
ties for Turkey to- the Soviet 
Union Include construction, 

tout projects m pace mrewty 
valued at a total fffitm, about 

2S fight industrial projects and 

tanrism. In the past two years 
Turkey has extended a total of 

$960m in export credit fines, 

both inside and outside fee 
natural gas progr amm e. . 

But the IBS report also cau- 

tions those entering Soviet 
trade to expect *.raartthon.-Tb 
date, according to . Turkish 


wifefa tto sre agreemanttaro 
had flaw payments difflaunw. 
a TtHwrg fh Gn common wife 
^^fejgnsupplle ra>o^fe 
Its protection some companies 
have reported problems in pro- 
isnmiii g payments from cash 
strapped state compani es for 
shipments of balk goods like 
detergent _ 

The TurkJah government has 
f*gw the initiative in the 
Black Sea, firstly .on broad 
jfl P ^ W gnfl 1 awfl the 

environment Spearheading the 
trade thrust in fee Batons bas 
been Exbnbank. offering craatt 

lines to Romania, Bulgaria and 

Hungary. . . • 

' The most striking bridge 
thrown out in the Balkans has 
been to Bulgaria, only two 
i f i mwwfw a ago viliffod in Ank- 
ara for fee persecution of its 
ethnic Turkish minority. Fol- 
lowing a visit by Turkish State 
xnwtator Mr Iain CdeUu free 
trade zo n e s wifi be established 
an of fee common 

border, vrtffle Turkey wifi sett 
Bulgaria and electricity, 

ami p w r h wp a 90108 Jdle 

Bulgarian Mffn fa g capacity. 

To the north and east, Tur- 
key has reached economic 
eo-oponttioa agreements wife 
the Soviet republics of Georgia, 
the Ukraine, Moldavia, and 
most recantiy Azerbaijan. Par- 
allels wife the nourishing 
crnse-bcctfar trade between the 

Soviet Union and Finland have 

been drawn and even the tradi- 
tionally hostile republic of 
Armenia has showed signs at 

M-A- - «- 

interest. 

Recent Turkish trade mia- 
skusto Aambatyan bam been 
weteoned- ad long lost Tndric 
coasted. Though these ethnic 

sentiments are perhaps not so 

so Mutant to Ankara, a com- 

mon Identity of interest has 
nevertheless emerged. Agree- 
ment has already been reached 
for the construction of new 

highway links and border 
crossings, and fee introduction 
Of Mr*** triiwiMHuiHtorinM 

and air finks. ‘ 
nrhe EC wfli always be our 
main ma r ke t”, says Mr Cater. 
"But 1 believe Black Saa 
co-operation can work out. 

Thara is a wHUngnass on both 

ridesL" , 

- Turkey: ftmto to Os Soviet 

a--^- -■ r> 1 

junmz — iM/H wi u wi i f iJffSJr 

tans Ssti fc B A.SL (RSft AJbtU 

Atari Coddtat SSM, JCscfefc At- 

on/mlm 
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We put the best thinking 
into your money in an emerging market. 

A 


.s an outstanding performer among 
emerging stock markets worldwide, die 
Istanbul Stock Exchange is attracting a large 
number of international investors. 

The major investors are choosing Turk 
Ekonomi Bankasi for portfolio management 
and brokerage services. 

Unusual among Turkish banks, TEB has no 
equity interests in industrial or commercial 
enterprises. The objectivity of the 
information we provide forms the basis of 
trust we establish with all our clients. 

Because at TEB, we know that our clients 
deserve the best of objective thinking to 
make the most of their money. 

To know more about how TEB can assist 
you in the Turkish Stock Market, please call 
Haydar Serezli or Kaya Didman at 
(90-1) 151 21 21. 



General Management 
At edit-i Mebusan Cad. 35 
Fmdiklt 80040 
Istanbul -Turkey 
Pbaaet (!) IS I SI 2 ! 

Fax i ( I ) 149 65 68 
Telex: 25358 lebu tr 


TURK EKONOMI BANKASI 




REPUBLIC OF TURKEY PRIME MINISTRY 
g UNDERSECRETARIAT OF TREASURY AND FOREIGN TRADE 

' ASSOCIATIONS OF ISTANBUL 
TEXTILE AND APPAREL EXPORTERS 


With more than 8000 member firms. Associations of Istanbul Textile & 
Apparel Exporters have an outstanding role of representing 80 percent of 
Turkish manufacturers and exporters of yarn, fabric, ready-made garments, 
leather goods and carpets. ~ r - - r " 

Acting as the voice of a dominant sector in the Turkish economy, the 
Associaton mainly ftilfulls these activities: 

• - Controls and co-ordinates all the legal and documentary works of exports 
including the control and distribution of quotas. 

- Provides and conducts educational and informative studies on all aspects 
of international trade. 

- Organises and participates in international fairs and exhibitions in order 
to introduce Turkish textile, apparel, leather and carpet products to worid 
markets. The 1991 programme is as follows: 

• Domatex, Hannover 

• Hong Kong Fashion Week 

• Paris Pr£t k Porter 

• Igedo, Dusseldorf 

• Inter Jeans, Koln ; 

. . • Ispo, Munich 

• Hong Kong, Leather . 

, • Semalne Internationale 
du Cuir, Paris 

And also organises other activities to present the Turkish sector to the internati^ ^] 

markets such as: 

"Textiles & Turkey Towards the Year 2000 Congress" which will be held In 
Istanbul on 11 - 12 December 1990 


For further information please contact 
Address r Allan Erbulak Sokak Maya Hah No:10 
Gayrettepe - Istanbul / Turkey. . - 
Tel: 174 30 30 ( 10 lines) • Tlx: 25955 iim tr 
Teletex: (9) 38017 iti tr • Fax: 174 30 40 - 17448 58 
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b ankgr a, -Morgan Guaranty 
.privatisation offers a way - to 
make the.:- economy more 
reapoBsive to the market, so 
increasing.- industrial «fn. 
dency'aM generating real 
growth .‘Hr Is also a tool to 
Increase the liquidity of the 
capital-markets, to reduce bud- 
ge* ??***&& .indmtty and, 

provide a wot of badly needed - 
rev e nue s fo the exchequer. 

: - Those - arguiuents are per- 
- heps evennwre. pressing now 
given Turkey’s hroader poJitt, . 
cal - amotions lit seeking fun 
mwte^gfl-g ifltB :. European 

■ C ommunit y. : . 

- Accordingto Treasury Ihr- 
^^tto ^ate^^ei ^^la es 

the* fhst nsiz months of 198 (L 
How much money they actu- 
ally make, given Turkey's 
notoriously arcane accounting.' 
txm ye n t kms ,te anyone's guess: 

. In addition, the State Han- 
ning Organisation has calcu- 
lated tbf&hy end cf 1900 , state 
companfes wfll-have spent Tt. 
BJSDQtm; more than they earn, 
and this: despite the recent 
price rises for many state 
enterprise products. In c<m- 
trast^tdnqe&eprogrannne was 

llie programrm 7 
was relaunched . 
^T- ’test month . ; 


bunched In 1984 the proceeds 
from ^privatisation have 
totalled just TLLOOOhn, accord- 
ing to offleial figures. 

Already majority stakes in' 
five cement <jnmp»inii^ afrjfofr 
catering concem Usas, and the 
Coca Cola franchise, Ansau^ 
have been sold. In addition., 
minority stakes in a lmuib e r of 
private companies- hawbeen 
floated off. These include toe 
power utility Cukmwa-BIoo- 
tric, and. Areefik.. the dtogpe- 
hold electrics groupt'- 1 
In October, after, months of 
Inactivity, the programing, w&a - 
relaunched, yet again, with the 
sale of the. first of tfareemnaB 
cement companies: which 
together are expected to- raise * 
about TLlKJtm. c - 
'The ys MimiiBit announced 
that toe co mpanie s woida he 
sdd^m te' a 

i^dfes ti m a i ghcart Turkey. 
According to lfe;Okkes Gamy- . 
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ItoWgerator p tewt -of iho Aicett 
Group; w-ptobirgy >M» In Arcel 


co mp an y , part of tea Koc 
kfaa bean Boated off 


ginv thA'Chaferman of the gov- 
ermnen^TO n Pub lic Participa- 
tion Yund CPPKJ, which was 
set mi to transfer state assets 
to ixlvate hands, the oflSer is 
intended to test market senti- 
ment prior to the proposed 
sell-off of the state airline. 
Turk Hava ToOari, the refiner- 
ies corporation, Tupras. and 
Phtkhn; the petrochemicals 
complex. Summbank, the tex- 
tflestofinance cofsgloiL<erate v . 
to also earmarke d fear a sale. lt 
was. always going, to be an 


ambitions schedule. The 55 
state entoiaiaes - still account 
for about 30 pm- cent of Tur- 
key's industrial output while 
absorbing 60 per cent of public 
investment. They cover every- 
thing from public utilities to 
trade and banking: As nominal 
head of the state sector, Tur- 
key’s Prime Minister is proba- 
bly one of the largest employ- 
ers in the world. 

Mr Ozuygur cites the imma- 
turity of the stock market as 
one reason far the delay. The 



Jfy • 


number <£ other snags, some oi 
them beyond the authorities 1 
control, since the first offering 
in 1988 of shares in Tdetas, the 
telecommunications joint ven- 
ture between the Turkish post 
office and ITT. In the wake of 
the 1987 world stock market 
crash, Tdetas met with a luke- 
warm response. Although Ini- 
tially oversubscribed, shares 
were soon trading below the 
issue price. A chastened PPF 
was forced hurriedly back to 
the drawing board. 

It was then that the idea of a 
possible block sale was intro- 
duced, with the novel catch 
that any buyer would have to 
reissue a percentage of the 
sha res th rough a public flota- 
tion within 5 years. 

The mechanism was 
intended to deflect criticism 
that national assets were befog 
sold off to foreigners. Recent 
events suggest it has been less 

than successful. 

A court case is currently 
pending after the controversial 
block sale of Citosan Cement 
to a French concern last year. 
In April, Turkey's administra- 
tive court upheld a suit filed by 
opposition members of parlia- 
ment that the sale to Ciments 
Franc ala contravened the 

Bankers warn that 
large sell-offs will 
create problems 

terms of a 1987 decree on priva- 
tisation intended to give prior- 
ity to domestic buyers. The 
French company is now 

a ppcmlhifl 1 

Mr Ozuygur dacThwa to com- 
ment on the issue but insists it 
Is a technical hitch which 
should not deter foreign inves- 
tors. 

In the meantime, the Gulf 
crisis has done nothing for 
market confidence. If that was 
not enough, in October, in the 
latest embarrassing about-face, 
the PPF entered the market to 
buy some TLlOObn worth of 
Pefkhn shares just to mgfritnin 
the original issue price. The 
technical reasons for the inter- 
vention were clear. Bond- 
holders with share options bad 
dumped stock on the market. 
But all these Inci dents will 
have provided the PPF with 
plenty of food for thought. 

John Murray Brown 



Textiles account for one-third of foreign sales 

Export power house 


TEXTILES, the power house of 
exports, have had a difficult 
year. Liberalised cotton 
imports and adverse exchange 
rates have eroded the profit 
margins of manufacturers and 

traders alike. 

Nevertheless, exports of cot- 
ton yam, cotton textiles, and 
clothing increased by between 
10-20 per cent in dollar terms 
in the first eight months of the 
year compared with January- 
August 1989, according to the 
State Institute of Statistics. 
Textile exports, valued at 
$3. 2m, accounted for one-third 
of total exports last year. 
About 77 per cent of textile 
exports went to the European 
Community, 11 per cent to the 
US. 

Protectionist quotas in the 
EC and North America remain 
a constant complaint. The 
thrust of a visit by President 
Ttrrgut Ozal to the US earlier 
this autumn was wider market 
access for Turkish textiles, 
under Mr Ozal's general theme 
of ‘more trade, not aid’ in com- 
pensation for Turkish eco- 
nomic sacrifices as a result of 
the Gulf crisis. 

The way that quotas have 
shaped industry since the early 
1980s has increased exporters' 
present discomfort. 

Manufacturing concentra- 
tion has shifted from cotton 
yam and grey doth towards 
fabrics ana clothes with a 
higher value-added content to 
make as much profit out of the 
quota volumes as possible. 

“A restructuring is coming 
up In the whole of Turkish tex- 
tiles", says Mr Halil Bexmen, 
head of Santral Holding, parent 
to Istanbul’s Mensucat Santral. 
“Companies have to change. 


they can no longer produce 
cheap stuff. This way, we at 
least keep a 5-10 per cent profit 
margin." 

In the past five years, San- 
tral has invested the equiva- 
lent of S180m in Swiss francs 
towards higher value in its pro- 
duction, and in the next three, 
plans a further 840m. The pol- 
icy is paying off - next year, 
the company expects sales 
totalling $250m, compared with 
around $150m this year and 
8118m In 1989. 


Protectionist 
quotas remain a 
constant complaint 


The trend towards more 
refinement has meant some 
quotas for lower quality prod- 
ucts like cotton yam and grey 
doth have not been fnied. This 
has somewhat detracted from 
f bp arguments of the Turkish 
textile lobby in Brussels. Out 
of a total EC quota for cotton 
yam in 1990 of 92,500 tonnes, 
only 47,000 tonnes had been 
registered by the end of Sep- 
tember. 

"Our complaints are irrele- 
vant", says one large factory 
owner. "A plethora of quotas 
are not befog fifled, and the 
overall amount going to the 
US, for example, will not 
exceed them aH" 

He does not expect the next 
round of negotiations in Brus- 
sels to much alter the scale 
and rates of EC protection 
against Turkish goods. 

Privately, too, some traders 
say loopholes and back doors 
into Europe have opened out 


through the tumbling eco- 
nomic barriers between east- 
ern Europe and the west. 

By fine t uning purchasing 
prices and export sales, cotton 
yam manufacturers claim they 
can still make a profit But 
they face rising competition 
both in Europe and at home 
from Indian and Pakistani 
products. 

On the other hand, Turkish 
textile producers, with their 
quicker market response to 
orders and changing fashions, 
are more competitive in 
Europe. 

Undercutting by Asian pro- 
ducers has reached the stage 
where large fabric plants find 
it cheaper to use imported yam 
and grey doth than domestic 
output. Not surprisingly - 
they aiwn face near damping of 
raw cotton by Asian and other 
developing country producers 
- growers are turning over 
cotton fields to more lucrative 
crops. 

Although not so restricted 
by quotas as cotton goods pro- 
ducers, synthetics manufactur- 
ers in Turkey have been 
affected by labour and energy 
costs, especially after the out- 
break of the Gulf crisis. 

Higher production costs, 
together with the slower lira 
depreciation than inflation, 
will probably combine to 
nearly halve the 830m worth of 
exports last year by Aksu, 
which makes knitted woollen 
and mixed synthetics goods, 
says its general manager, Mr 
Thnan Gudukkmt. 

Increased olL prices will also 
feed through to Aksu’s sister 
company in the Akkok group, 
acrylics producer Aksay - the 
fifth largest in the world, with 


Tony KM 

The Bodoirt textile plant In 
Istanbul. Although liberalised 
imports and adverse 
exchange rates have eroded 
the profit margins of 
manufacturer* and I ra der a 
alike, exports have Increased 
by 10-20% so far Hit* year 

an annual output of 140,000 
tonnes. 

Rising factory costs have 
also pushed firms towards 
greater value added. Labour 
costs have risen dramatically 
recently - this aut umn , pay 
talks with unions covering 
around 85,000 workers initially 
broke down over demands for a 
TL 1.5m monthly wage in the 
first year of the »g»ai biannual 
wage settlements in Turkey, 
and a guaranteed, inflation-in- 
dexed 50 per cent increase for 


Turkish producers 
respond quickly to 
fashion changes 


the second year. The outcome 
of the resumed negotiations 
will probably see a four-fold 
increase to around 84 - 85 an 
hour, compared with two years 
ago. 

One manufacturer describes 
these HamawHa an catastrophic, 
and blames the state firm 
Cukobirhk for caving into its 
workers, thereby setting an 
industry benchmark. Compari- 
sons with the income stan- 
dards of European workers 
ignore discrepancies in produc- 
tivity between them and their 
Turkish counterparts, he 

rialwiB 

But Mr Bezmen, for one, is 
moderately sanguine about the 
increased labour costs. "These 
are normal, they happened 
about two years or so ago in 
Portugal," he says. “It is all 
part and parcel of industrial 
modernisation." 

Jim Bodgener 
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MASTERKEY TO TURKEY: 


G A RANT 


BANK 


Garanti Bank continues to play a leading role in the banking activities 
accompanying Turkey’s foreign trade. Garanti’s clients enjoy the benefits 


of Garanti’s wide range of international services 


But what’s a bonus is Garanti’s 
ability to adapt itself to its clients’ 
needs; offering alternative approaches, 
if- necessary, to meet their demands. 
And that is one of the reasons why, in 
a sector of 62 banks, Garanti has main- 


tained its former share of 13 % of Turkey's 


hard currency business volume in 1989 as 


well. If you want to work with a bank that 



can open doors for you in the complex international market, trust Garanti with its 

yrrm you can bank on 

all-around services as your trade connection to Turkey. GARANTI 
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( TURKISH FIMANCE & INDUSTRY 4 > 


ISTANBUL STOCK EXCHANGE 

Immaturity exposed 


THE GULF crisis finally 
caught up with the I stanbul 
stock exchange (IMKB) in early 
November, as the possibility of 
Turkey becoming a befflgerent 
loomed closer. The frailty of 
the market as an arena mainly 
for individual specula- 

tor* was painfully exposed as 
their c onfiden ce evaporated. 

They followed an the heels of 
ins Utu ttoos and foreign inves- 
tors by going liquid. But until 
then, the Istanbul bourse had 
displayed a remarkable resil- 
ience by survivin g better than 
many a western centre, the 
index falling by 11 per cent to 
around 5,000 In mid-October 
compared with 15 per cent for 
the New York stock exchange 
and 21 per cent in Tokyo. 

A war and its * w T wir * on the 
Turkish economy would bring 
the market truly to its knees 
with a collapse of around 50 
per cent or more, some ana- 
lysts predicted. Bat on the 
other hand, resolution without 
conflict would produce a surge 
of confidence on which the 
market would blossom 

After an erratic start 
ing Its much-trumpeted 
revamp in 1986, the IMKB index 
raced upwards last year as 
yields from stocks ami shares 
became far more attractive 
than negative interest rates on 
deposits, foreign exchange 
ition lagging behind 
latlon, and similarly 
returns from gold 
real estate. The market's 
resilience was all the more 
remarkable given the pressure 
an. exchange rates of a widen- 
ing t r ad e ami the inch- 

ing upwards of bank rates, said 
Ur Mellh Sensoy, executive 
vice-president for investment 
banking and capital markets at 
Yaptve Kredi BankasL 

Although the six-fold 
increase in some stock quota- 
tions in 1988 has not been 
this year, a series of 
what by Turkish standards are 
major flotations had evened 
out damand and supply. The 
largely family ownership of 
industry »mi commerce finally 
saw the time as ripe for the 
release of once-Jealously 
guarded equity as a cheaper 
way of raising finance than 
onerous bank interest rates. 
Good corporate results an the 
back of industrial recovery 
driven by consumer demand 
had further whetted investor 
appetite. 

The present total stock mar- 


ket capitalisation is around 
TL7Q,000bn, of which about 
TLI2jOO0bn In around 100 com- 
is regularly traded on 
floor, with no less than 24 
entering <wrti»ng<» rtiia 
year. Here the banks were 
leading players and suppliers, 
the most notable Issue befog 
that in the leading private sec- 
tor institution, Akbank. On the 
other band, playing market 
accounted for around 25-30 per 
cent of scene banks* income. 

An Hiwi gh some- 

times over-rated catalyst has 
been foreign investment, 
which first entered the 
iwtinnpp in the guise of emer- 
gent market funds after Decree 
32 frecdng-up cross-border capi- 
tal markets in August 1989. 


Some analysts 
predict that war 
would bring the 
market to Its knees 


These were followed by coun- 
try funds last winter, and 
finally international institu- 
tional investors in the spring. 
Further buying from abroad 
was mostly pot cm bold follow- 
ing Iraq’s invasion of Kuwait. 

But the crisis exposed the 
underlying Immaturity and fra- 
g-THfy of +ha exchange, which 
the watchdog CapEu Markets 
Board seeks to address in a 
new c api tal law 

could be introduced next year. 
Through a non-voting share 
witflfitng no loss of control, it 
seeks to encourage more com- 
panies towards flotations; on 
the other hand, for file first 
time, insider trading will be 
illegal in theory. 

In practice, however, most 

itoating Qfl thn nrnhang a would 

be considered insider trading 
in more developed centres. In 
such a thin market with tmira- 
ceable bearer shares, compa- 
niss manfamlite demand with 
both buying and selling, com- 
pounded by alack of bar d com- 
pany information, says Mr Zeki 
Dosluoglu, head of broker 
Yafirim Hnansman. 

Insurance companies and 
pension funds still view the 
market conservatively, while 
there is as yet little idea of 
portfolio management, says Mr 
Henri vant Off, until recently 
Ottoman Bank’s capital mar- 
kets gTid treasury co-ordlnator. 


Investors are mostly 
small-time speculators. “We 
have to have more market 
makers”, says Mr Sensoy. 

"I’ve seen this before in 
other emergent markets”, adds 
MrMaarten Hulshoff, general 
manager of C itibank i n fetan - 
buL He points out that govern- 
ment securities offer more 
assurance, but far lower price/ 
ratios tbwn Bt wjw and 
shares. Consequently, on the 
exchange, speculators seek the 
techptari, short-term cfifleren- 
tials of prices often wildly dis- 
proportionate to company per- 
formance. 

This is inimical to the 
growth of a stable and secure 
foundation for posterity, says 
CMB chief Sukru Tekbas. 
Under the new law, the CMB 
win m M JM i a depositary cen- 
tre with mandatory custodian- 
ship of all shares through 
which their movements be 
tracked. And together with the 

Hmtf nl hank gr eytwr 

automation will be introduced 
and clearing and settlement 
functions separated. 

The exchange also needs to 
move foto a larger building 
than its present premises in 
Tta phana , where the tiny trad- 
ing floor can no longer cope. A 
resultant street market outside 
hag taken the nressnre of small 
orders, but could be a seeding 
bed for fraud, as in the scandal 
thfti year of the circulation of 
around TLl2bn of feke shares 
in market leader Cukurova 

•Klafctrifc. 

The IMKB recently allowed 
six institutions to compete 
with street trading by selling 
below its iwhrfmmw lot o£ 200 
shares. If the munlctralttv can 
be persuaded to waive conser- 
vation objections, the exchange 
may get an historic building in 

Manta) 

Pinning his hopes on general 
economic growth, Mr Tekbas is 
optimistic. “The 198Qs were for 
Hip, hanking sector in Turkey, 
the next decade win be for the 
securities market”, he 
confidently. That is echoed 
Mr Hulsnoff, who wants to 
move his beefed-up branch of 
Citibank away from over- 
crowded foreign exchange deal- 
ing towards corpora te under- 
writing. “Global markets are 
opening up, and I want to 
ent Citibank as a gateway 
for ami to Turkish equity", he 
says. 

JbnBodgener 


Inflation 


Exports 


Annual % ctanga 
80% 


1988 total s US $ 11,662 mMon 


1989 total : US *11,627 mMton 
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Anxieties arising from the Gulf crisis should not obscure. Turkey’s real economic^ 
achievements. But, as David Barchard reports, the outlook . for 1991 is chiily 

Problems of a dynamic ei||bn 6 iny 


SELDOM HAS a boom come 
and gone so quickly. Last year 
Turkey’s gross national prod- 
uct grew by L7 per cent, a 
by the 


of an ec onomy 
accustomed to «iihual growth 
rates of between five and seven 
per cent over the last 20 years. 

By September this year, the 


Treasury officials 
expect year-end 
GNP growth to be 
8.5% or lower 


AUGUST 1990 


This anfiouncanenl Appears ^5 a matter of record only 
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government was predicting 
that growt h in 1990 was BkeSy 
to be around 10.5 per cent, 
roughly twice the level pre- 
dicted at the start of the year. 
Now, in the wake of the Gulf 
Crisis, the barometer is once 
mure foiling rapidly. Treasury 
officials say they now expect 
the year aid GNP growth fig- 
ure to be afi per cent or even 
lower. The oufioak for 1991 is 
hwpirmfHg to appear distinctly 
rfiffly . 

Yet the anxieties flowing 
from the Gulf crisis have to be 
set against the real achieve- 
ments of the Turkish economy 
in the last decade. 

Though Turkey’s economy 
and per capita gross national 
product are still small by 
OECD standards, the country 
is moving steadily towards the 
establishment of a large indus- 
trial economy. Growth of man- 
ufacturing this year is set to be 
U_8 per cent 

The problem is to channel 
the obvious dynamism of file 


TVnifo fafr awnytmy Iwtn thfl mnst 

productive sectors and find a 
way of meeting the aspirati on s 
of individual Turks who want 
a consumer society now. 

The 1990 boom was real 
gwmg ii. “At our Wfe ffnrf - 
that we are lagging behind on 
our export commitments 
because of an unexpected flood 
of orders from the home mar- 
ket I haven’t seen anything 
hke it since the 1970s”, says 
one Istanbul industrialist 

Behind this explosion of 
spending at home lie several 
factors: a massive round of sal- 
ary increases in 1989, when 
some dvfl servants got raises 
of up to 300 per cent; a growing 
government budget deficit (a 
slowdown in government 
spending in 1988 and 1989 
seems to be the main reason 
why economic growth fell 
sharply in those two years); 
high spending by farmers in a 
year when agriculture has 
done well; and the appe ar ance 
of consumer credit in Turkey 
for the first time. 

Another farfw may be file 
expectations that high infla- 
tion g e n erates among Individ- 

nnl T nrfcn and w mqumteL 

Turkey has had one of the 
highest inflation rates of any 
OECD country since file early 
1960s. 

In the mid-1980s, the infla- 
tion rate hovered in the upper 
20-30 per cent range. In 1988 
(following the 1987 general 
elections) it shot up to 75 per 
cent and the 699 per cent infla- 
tion rate of 1969 was consid- 
ered something of an achieve- 
ment, since it had been widely 
assumed that ftiflatfrm would 
go into three digits that year. 
Much of the im pr o vement was 
achieved by relying on heavy 
inflows of foreign exchange 
from tourism and short term 
capital to prop up the Bra. 

This year the trend of infla- 
tion has been downward, 
though not as sharply as Mr 
Gttneg Tamer, minister of state 
for the economy, would like to 
see. 

He has hinted that he may 
resign unless inflation comes 
down to around 40 per cent by 
the end of the year. 

Modi depends on fiscal pci- 
icy and the control of the bud- 
get 

Mr Mahfi Bgilmm, deputy 
under-secretary at the Trea- 
sury, hopes that the deficit can 
be held down around last 
year's level af 7.5 per cent of 
GNP, though the original tar- 
geted budget deficit of 
TUlUMbn ($406bn) now looks 
more likely to be TLlS^OCSm 


($829x0 by year end. 

A new finance minister, Mr 
Adrian Kahved, is courting 
public unpopularity by trying 
to bold down wage increases to 
state employees in 1990 while 
increasing the government's 
tax take. 

Turks who are feeling the 
pinch now should not necessar- 
ily despair. 

Government projections for 


Much depends on 
fiscal policy and 
the control of the 
budget deficit 


1991 suggest that industrial 
wages win rise by 106 per cent 
during the year. Mr KahvecTs 
stinginess towards the public 
sector may turn into generos- 
ity as general elections (due by 
1992) approach. He has argued 
in public that tiha Motherland 
Party's best hope of winning 
file next electi on s is to keep 
the growth rate above 10 per 
cent 

On the payments side, per- 
spectives continue to be domi- 
nated by the debt burden, 
e xp ected to be around $43bn by 
the year w«i- 

Servicing the foreign debt 
will cast Turkey around 17.2m 
this year cm GNP of around 
SUKbn. 

Thanks to the strong inflow 
of capital from abroad. Trea- 
sury officials in Ankara are 
able to ainmisa debt servicing 
as “no problem” — a "m*wi 
contrast to the state of affairs 
that existed three or four years 


Today, thanks largely to the 
dismantling of foreign 
exchange controls, Turkey’s 
reserves are stronger than ever 
— around pilw onA nwjHwg 
debt repayments schedules is 
no problem. 

It is not quite so Clear that 
fids will remain the case if a 
strang lira continues, making 
fife tough for Turkish export- 
ers. 


Last year imports dfanhwd ' 

■ from gtcatra to USB to 
while exports slipped -hack 
-from fZLSfan to yifiiw witi ■ 
year; exports are making a fit- - 
tie headway and may perhaps 
rffmh above the Stiton mark 6y . 
the end of this year, but 
imports look set to soar to 

As a result the current ■ 
account, probably the best ato- : 
gfe indicator of Turitey’s cook 
nnwta health, Is back in the : ■ 
red, as it was ahnost every; 

yn fl- tmHl M BS, ■ . Y 

There was a current account 
deficit of SLAflxi in file fiat six „ 
wmwthu of the year cunpdmiL- 
to a surtdns arf84Qarin tire ■ 
same period in 1969. :.v 

The trade balance is worsen- 
ing because exchange rates 
against the lira, heavily deval- 
ued between 1980 and 1988; 
have lagged well behind infla- 
tion in the last two veers. 

TMs has helped the goran- 


• TMBit to h o l d inflation- down 
vbefaw tbtt three digit levels. 
. but it baa-made m 
Jmdy difficult for exporters. 

Defenders, of the _ 
exchange rate poBdas say that 
a strong lira forces exporters to 
tppnmw Tfnn-R efficient : and to 
lets. • 

in Ankara. 


With reserves of 
around $1.1 bn, debt 
repayments are no 
/ problem /; 


arhntfr tn tiring Mi r piln w l attiw 

course events have taken. *No 

rvnft m p y to H that the Hut- 

would Mi up so strongly and 
as a- result Turkey tat several 
iiwhiw Bmrtni »* ****.* * » , 
dally in the textiles bustness. 
even before fire Gulf crisis 


began”, says one official at the 


Ankara- 
Meanwhile- fire government 
has some' gestures to 
curb -fire. growth of imports; 
petrol prices have been 
increased three times foBowtog 
the imposition tf UN sanctions 
against Iraq. There was a 15 
per cent rise in import tariffs 
and other surcharges . to Sep- 


Thfe fe eomefitiDg of a 
■ had from fire go v ernment's 
proclaimed atiariinKfli t to free 
'trade. 

Though the Central Bank 
saya that fr ha* no exchange 
rate ppficar and. certainly does 
notcartenqtote a devamatlon, 

awn off hS BWI BB M anA hank. 

era it Is not difficult to dried 
the brifeve that fire present stt- 
nation cannot go on for- ever, 
even, if strong reserves mean 
tint It is taking longer for pres- 
sures to make, themselves 
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Decade of expansion 
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Relatively easy market coo- 
dittons petapstiiBfly reflect* 
the aUmy of the hanim to Ml - 
their interest rates around or 
below the level of fa i flqt hm — 
in marked contrast to the situ- 
ation two years ago, when 
competition temporarily drove 
rates up to astanitanic levels. 

Bnt it also- reflects the 
achievements of a decade-lone 
dog hy the Central Bank' and 
the Treasury to overhaul the . 
banking system* culminating 
last year- in a set of ■ rules 
intended tobringcapttarade- 
qoacy levels up to BIS stan- 
dards hy 1998.: •- r ,i-: • 

Some features of the market 
have yet to change. Corporate 
landing . remains extremely-' - 
toug h, e ven t hough rates to 
pftwfl customers tills *tntnnm 
are around 65 to 65 per cent — 
a level which may sound fa oav:.- 
nftp. hut CQmpBie8 fl HMiwHy . 
with recent Turkish banking 
experience. - Two years ago, - 
rates- -to heri » w eto -we» ovarr. 
100 pm* cent and throughout 
Twwrh of the 1980s they were at - 
levels which most customers 
found impossible to sustain, 
tins leading to a serious crisis . 
of toe financial system in-lhe 
mid-1980s when some banks 
had up to 60 per.cent jbf tijdr -. 
loan portfolios non-per fl a mhi g. 

“There fc much more compe- 
tition flfese days and the banks - 
have a much dearer concep- . 
tiou of thdr roles than they (fid 
before .1985”, says MrCemil 
Kdksal, executive vice-presi- 
dent of Tapi ve KredL BmlnMii: 

Yapi ve Kredl, a member of . 
the Qnkurova industrial group, 
led. the way two years ago* 
away from corporate lending “ 
towar d s retail hanking. tt haa-V 
since been followed by mod of 


_ its large rtvals-Wlth vecy Mm- 
. ited inanhy sbt~ 

:■ vices, avaflahle inTrekey, anto-v 
matte Idler machines have- 
proved popular with consum- 
ers, though it is less dear that 
they- ace: generating much of a 
return for their owners.- 
Consumer credit in Turkey 
essentially means personal 
loans hnsiueas cf-upto TLlGOm 
((400,000) - the top amounts 
going .on housing loans. Matu- 
rity, la .usually two years , and , 
the loah, by European- Stan- - 
(fords, doesnot come cheap.-Mr 
Kornkgu, says his bank 
charges between five per cent 
and six per cent a month on its 
loan business annualising'* 
'out at around 102 per cent 
H these rates sound exorbi- 
tant they have to be set against 
Turkey's runaway inflation 
and the foot that six or seven 
per cent a month fothe prevatt- 


■ TTwrg l& much 
more competition 
these days 1 


ing rate of ' interest in Turkey 
.far p riva te loans between xmall 


Credit scoring is co m p n ter- 
ised and Mr Korukcu says, 
despite the lade of any kind of 
national credit reference 
agency, bad debts have been 
few and for between until now. 

Though mortgage landing fo 
Turkey hr the pre s e r ve of the 
state-owned Tuzkiye Bmlak 
Bankagi. along with special 
facpMes to- granted to one er. 
two other'' banks such as 
Pamuk, ah offshoot of the 
Cnkurova Group, the larger 


Tarry Ktrk 

Aboves JWydv Smrn^tfia, 
'Governor of the Central Sank, 
-•* takes audi of too evadtt lor 
building op tts fndspsndent 
regoMory Tolo* though Om 
T reasury is stBt important 

banks are now starting to offer 
housing credit products. These 
are quite a long way from ful- 
ly-fledged mortgagee, having a 
life of only two years. 

(hie brake an the Hanking 
. system .was eased in June 
when reserve requirements 
were lowered by two percent- 
age points, though they are 
stCtL very high' hy any Euro- 
pean -standards: , when reserve 
requirements : and - other 
• charges are talmnjnto account, 
Turkish banks only utilise 
just over half the funds placed 
with them by depositors. 

Mostsupervlsory tfnttoa for 
the banking sector still rests 
with the Treasury, but the 
Central Bank is slowly bufld- 
' ing np ite rate as an indepen- 
demt regulatory authority in a 
free market. Last winter it 
announced its first ever mone- 
tary programme and has 
warned that tt intends to stick 
- to it “Our aim is to be as inde- 
pendent as the “&Undesbank", 

. sava a-Centxal ifawt wfWrfai 
That declarations of this 
kfrri no longer sound quite as 
hollow as they once did is 
largely the work of the man 
who has been Central Bank 
Governor since 1967, Mr Rfigdp 
Saracoghi, who was appointed 
to a second term, to run fra: 
five years at the end of July. 

■ Mr Saracoghi. who has cmly 
just, turned forty, is proving to 
be the toughest and note dura- 
hip of .the appointments ma<fa 
during the yean in which Mr 


Oral was prime minister. 

One of the most striking 
signs of change in Turkish 
tanking is that the privatisa- 
tion of at least some of the 
state sector banks which until 
now have dominated the Turk- 
ish financial system. The obvi- 
ous candidates for sale to the 
public sector are smaller banks 
such as TOridye Ogretmenler 
Banhasi and Denizdllk Ban- 
kasL The idea of privatising 
Szaat (the agricultural bank) 
or Vaktfiar still se ems to be 
some way off and the split 
between the Istanbul-based 
world of the smaller livelier 
private sector commercial 
hanlcn and the State Hanke of 
Ankara looks set to continue. 

Meanwhile Turkish banks 
are complying, step by step, 
with a programme laid down 
hy the Treasury a year ago 
intended to bring their rapHai 
ratios up to BIS levels. The day 
when Turkish banks find 
themselves playing in global - 
or at least European - mar- 
kets may come sooner than 
many realise, although the 

head of nwe large hawk says 

engagingly that he is not in the 
iwa game. 

Turkish bankers still think 
almost entirely in terms of an 
insulated national h ankin g 
market. Foreign players in the 
Turkish market are still almost 
all email trade finance special- 
ists. Only the Ottoman Bank , 
an offshoot of Paribas but, as 
its name suggests, with roots 


yt’ J 


stretching beck to the mid-l9th 
century, has a branch network 
and a strong presence in the 
retail market. 

Through some of their retail 
banking products, such as 
credit cards and automatic 

tellpr TnapJilnpQ . Turkish haulrc 
are already forging closer links 
with the outside world - and 
Turkish customers are finding 
out something about banking 
products available on interna- 
tional markets. 

Whether they will be able to 
do so indefinitely is doubtfuL 
Some glimmerings of possible 
transnational alliances are 
beginning to appear Ak, the 
largest private sector commer- 
cial hank, has a joint venture 
with BMP of France and Dresd- 
ner of Germany. 

In rate respect, however, the 
outside world is breaking into 
Turkish banking. A govern- 
ment decree is being prepared 
which will make offshore bank- 
ing possible in the four free 
zones now operating around 
the country. At present a few 
hanks are already working in 
the zones, but only on a very 

Tfrnitad scale. 

Mr Mahfi Egilmez, deputy 
under-secretary at the Trea- 
sury, says the intention of the 
draft decree is not to create 
another Bahrain, but to max- 
imise existing possibilities, 
especially out of Istanbul, to 
take advantage not only of 
Mirirfu» Eastern but also east- 
ern European opportunities. 


SWEEPING deregulation of the 
insurance industry this year 
has ooened the way to what 
could be a decade of unrivalled 
expansion in a sector hitherto 
constricted by archaic fixed 
tariff and cover structures. But 
liberalisation bas also 
prompted tears of irresponsible 
price undercutting. 

Total insurance premiums, 
including reinsurance, for 1S89 
were TL1.139bn ($492m), an 
increase of around 90 per cent 
over 1988 against inflation of 
around 60 per cent This year, 
the total figure in the first half 
was already around TLl.IOObn. 

Yet per capita spending for 
insurance in Turkey is still 
only $6, compared with $30 in 
Greece and $16 in Egypt. 
Clearly, there is a long way to 
go in disproving the widely 
held belief In a fatalistic men- 
tality among Turks, rooted in 
fgiaiw, which miHgatgs against 

ins urant 

New foreign and domestic 
concerns are swarming into 
the market as they did in the 
banking, trading and tourism 
sectors in the 1980s, says Mr 
Osman Erk, general manger of 
Basak Sigorta. But sooner or 
later, there will be a shake out 
he predicts. 

There have been two waves 
of deregulation this year, at 
the h«»gtnning of May and Octo- 
ber respectively. 

But the Turkish public has 
been slow to catch on, while 
insurance companies them- 
selves have sought refuge in 
association. For example, agri- 
cultural, engineering and acci- 
dent cover were libe ralised in 
the first wave - soon after- 
wards, (Hi June 1. the market 
itself came up in a ‘gentle- 
men's agreement’, with a uni- 
form scale of rates for accident. 

Predictable crops in agricul- 
ture stabilise competition, 
though several firms were 
caught out by hail in southern 
Anatolia this summer, which 
forced pay outs totalling 
around TL3J5bn. 

In engineering insurance, 
the sums involved for projects 
are bo large that Tu rkish com- 
panies with their lack of exper- 
tise and capital adequacy 
rarely take on more than 5 per 
< yn t of the total risk, farming 
the remainder out overseas. 

Car insurance perhaps has 
been most transformed - 
where tt once hamstrung com- 
panies with ridiculously low 


premiums and excessive cover 
limits for mandatory third- 
party liability, the gap has 
closed considerably. Compa- 
nies can now post tariffs closer 
to the actual car value. 

The second wave of liberalis- 
ation in the fire and marine 
sectors was more important in 
corporate terms, because, 
broadly speaking, companies 
rather than individuals are the 
clientele. 

Presently, there is a buyers’ 
market, because it is compart- 
mentalised and fairly limited 
in growth, while an increasing 
number of companies are chas- 
ing the business, says Mr Erk. 
Many hanks and business own 

Per capita 
spending on 
insurance is $6 


insurance companies, and mar- 
ket penetration is difficult. 

Nevertheless, fire is promis- 
ing, as is marine cargo insur- 
ance. However, hull insurance 
does not pay so well, because 
of the relatively old age of the 
Turkish merchant fleet, many 
tankers heading towards the 
scrap yard with worn-out 
machinery. 

From October 1, public sec- 
tor cover was opened up to the 
market at large, where previ- 
ously it was the preserve of six 
state-owned firms such as 
Gunes Sigorta. 

Given the size of the state 
sector, there are promising 


Life insurance 
offers the most 
promising growth 


opportunities for insuring 
installations such as cement 
plants and petrochemical com- 
plexes. 

One problem in the insur- 
ance sector is payment collec- 
tion, says Mr Ender Sener, 
Gunes’ assistant general man- 
ager. 

“Our main aim is on-time 
collection for agencies and 
insured’', he says. 

There is no concept of value 
date, or credit terms, because 
no incentive merhanimn exists 
in the domestic market for on- 
time premium payments. 


“Nowhere else in the wodd but 
Turkey disregards time-value 
periods. There’s no incentive 
for corporations or individuals 
to quicken payments”, says Mr 
Erk. 

At the close of 1989, the 
insurance sector was dose to 
TL26bn in deficit in its cash 
position. 

This was b ridged by net 
earnings from in vestments — 
not from trading on the stock 
exchange or in the capital mar- 
kets, but wasting fixed assets 
like real estate. Banks can 
solve this difficulty by lower- 
ing rates to attract more depos- 
its. But the How of insurance 
p remiums is for more tneiaatte 
and slow, whereas loss pay- 
ments are immediate cash out- 
flows, points out Mr Erk. He 
cites this as a reason why 
Turkish insurance companies 
need greater capital adequacy. 

A comprehensive draft insur- 
ance law requiring a five-fold 
increase in minimum capital 
adequacy levels to TL25bn 
(about $9m), among other 
reforms, may be introduced by 
March. 

One way of bolstering capital 
adequacy through deregulation 
is a wider range of services. 
“With our expertise, we think 
we can win that kind of campe- 
tition", says Mr Sener- “Reduc- 
ing rates is not the best way to 
get new business." 

The most promising growth 
avenue for Turkish insurance 
companies is life insurance, 
which grew by 205 per cent in 
19B9 compared with 1988. 
Although it has not been dere- 
gulated, individual insurance 
companies draw up their awn 
scale of tariffs for approval by 
the government insurance 
commission. life is also being 
promoted strongly in media 

arh/g rtiMnnwihi 

Over the past two years, for- 
eign interest in the market has 
grown steadily. 

While generally welcoming 
the infhsions of expertise and 
capital in joint ventures, some 
local companies complain that 
the newcomers poach staff 
from existing companies. 

But these are grumbles, 
rather than insurmountable 
hurdles. Liberalisation has 
already brought in its train 
novel facilities, reduced pre- 
mium prices, arid heightened 
competition. 

Jim Bodgenor 



Once again 


we would like 


to emphasize 


the fundamental 


reason for our 


success in the 


Turkish Automotive 


Industry. . . 


Absolute 


Commitment! 



Mercedes-Benz 
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Motor industry expects a record year, writes John Murray Brown 


Car makers move into gear 


ON A WET and windy 
quayside on the Sea of Mar- 
mara last month, Turkish 
workers were busy loading a 
shipment of locally mar%> cars - 
SO Renault 9s destined for their 
new owners in the Soviet 
republic of Moldavia. 

If the weather somewhat 
dampened the celebrations, the 
send off was nonetheless a 
moment of symbolic impor- 
tance for Turkey’s car indus- 
try, which is expecting record 
growth for the current year. 

Renault and Fiat, the market 


leaders, both report improved 
rkish car 


sales. The buoyant Turl 
market is attracting new 
investment, most recently from 
Toyota of Japan. 

Meanwhile, the cot in import 
duties has resulted in a sharp 
increase in imported vehicles, 
forcing existing producers to 
raise their efficiency levels. 

Understandably, the car 
makers were a little put out. 
Until the increases, announced 
earlier this month, the tariff on 
an imported car was actually 
less than that for a eompletely- 
knocked-down (CKD) kit. 

In 1989 the duty on imported 
built-up cars was cut to 31 per 
cent, compared with the 3£38 
per cent for the CKD. 

As a result, for the first time 
imports were able to compete 
in the domestic market 

Industry analysts forecast 
foreign car imports this year to 
reach 40,000 cars, about 20 per 
cent of the total market, with 
Japan’s Mazda the leading 
imported car. 

However, many industry offi- 
cials predict that it will be 
hard to sustain the perfor- 
mance, given that the imported 
cars have no guaranteed sup- 
ply of spares and no after-sales 
service. 


It has, nonetheless, had a 
dramatic effect on prices, with 
many producers having to 
freeze price rises to compete 
with imports. Renault says it 
has not been able to raise 
prices for 6 months. 

For all that, Turkey Is stQl 
considered an attractive invest- 
ment location. 

Toyota has linked up with 
Sabanci, a loc al T urkish con- 
glomerate in a $320m assembly 
plant investment in Adapazari, 
north-west Anatolia. 

Starting with an initial pro- 
duction of 20,000 units, the fac- 
tory will eventually turn oat 
100,000 cars per year. Officials 
say the plant is geared to pro- 


Industry analysts 
forecast foreign 
car imports this 
year to reach 
40,000 cars 


duce complete vehicles, 
although with the duty free 
status of Turkish industrial 
goods entering the European 
Community, many observers 
believe the Toyota venture will 
be intergated to target that 
market. 

Until the recent financial 
troubles of Polly Peck, Peugeot 
and Citroen were considering a 
3400m joint venture with the 
UK fruit and industrial group 
to make the Peugeot 405, and 
possibly another model, at a 
factory site near Izmir on the 
Aegean. 

General Motors of the US, 
meanwhile, has agreed on a 
smaller, 325m investment to 
produce the Opel Vectra 


model, with a capacity of 
around 10,000 units. 

The improved sales climate 
is particularly welcome for 
Renault, one of the first foreign 
auto companies to invest to 
Turkey, enticed by the protec- 
tion offered under Turkey’s 
import substitution regime, 
but sow keenly searching for 
sales outlets in Turkey's newly 
competitive trade environ- 
ment. 

1 can’t imagine Renault in 
Paris even thinking of going to 
Moldavia,” says Mr Bernard 
Brim, th e manager of the com- 
pany’s Turkish operation. Hith- 
erto, almost all Renault's car 
exports went to francophone 
North Africa. 

This success story is 
repeated throughout the Turk- 
ish car Industry, as the import 
regime has been dismantled, in 
an effort to encourage further 
competition. 

For example, Renault this 
year expects to produce an 
average of 310 units a day, 
compared with 170 in 1989. 
Officials say the figure could 
be 450 in 199L 

In line with this, the work- 
force has also been increased 
from 3,000 workers last year to 
4£00 in 1990. 

Renault will produce 70,000 
units this year at Its Bursa 
facility. Exports, up to now a 
relatively unexplored area, 
look set to reach 390m this 
year. By the start of 1991, the 
factory will have an installed 
capacity of 100,000 units. 

In a joint venture with the 
local Koc group, Fiat is also set 
to speed up its plans to build 
the L6 litre Tempra, which was 
only introduced to the Italian 
market earlier this year. 

From an initial production 
level of 20,000 units a year, the 


company expects to increase 
output, eventually reaching 
the point where the Tempra 
has replaced aU ayfcting Fiat 
models. 

Fiat’s strategy Is markedly 
different from that of Renault 
The French group is just 
introducing the Renault 21 to 
the Turkish consumer - a 
model which has been in pro- 
duction in Europe for four 
years. 

In addition the factory will 
continue to make the 11, 9 and 
the Renault 12. 

Bursa is now the centre of a 


web of local part suppliers, 
mg of 


numbering 170 in all, some 
th*m m turn linked with for- 
eign parents. France’s Valeo 
has a joint venture to make 
alternators and starter motors 
to simply Renault. 

Levels of local manufacture 
are continuously increasing. 
For the Renault 12, for exam- 
ple, there is more than 90 per 
cent local production. Only the 
carburettors and a few electri- 
cal parts are stQl imported. 

“The problem is not the tech- 
nology, it's the organisation," 
says Mr Bnm. 

The Bursa plant employs 
none of the automation of a 
modern Japanese facility. 
Inventory controls, using just 
in time stock management 
techniques are still at around 
one week for many parts, com- 
pered with a couple of hours in 
Japan. 

But what the factory loses in 
sophistication, it makes up in 
cheap labour. Assembly line 
workers earn T1 2^00 an hour. 

"And just imagine if the 
wages were at European levels, 
we'd have a market of 2m 
vehicles in Turkey,” says Mr 
Bnm. 



Otosan car plant, pert of the Koc group, at Kadftoy, Istanbul: pm 
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PROFILE: TUSIAD 


Free market 


THE Turkish Businessman’s 
and Industrialists' Association 
(TUSIAD) has been constantly 
harrying the government over 
the past two years. 


In the process, it has meta- 
morphosised from an interest 
to a pressure group, says its 
young president, Mr Cem Boy- 
ner . Much credit for thin trans- 
formation - though he dis- 
claims it - must go to Mr 
Boyner, one of a new breed 
bridging the gap between the 
traditionally conservative 
familial ownership of industry 



QUALITY IN SERVICE AND PRODUCTION 
FOR 36 YEARS 


• General contracting on 
a turn-key basis. 

• Import-Export and 
representation activities 

• Building installation 
and management of 
touristic complexes 

• Land development, 
construction and sale 


* Manufacturing and 
marketing of: 

-heavy equipment on a 
■'tailor-made" basis. 

-ai'-conditionmg 
eau.cmenr 
•careers • pomps 
-text e * n.sn nc 
machines 

• Cosmet.c products 
•'anc beauty-ca-e neeosv 
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COV t/VUTTVtEfSIT TO EXCELLENCE 


Let TUTOn BANK be your banking partner in Turkey with its network 
of 47 branches nationwide. Our success is proved by numbers. 
The following are tOtONBANK's 1990 first half-year results 
compared to 1989 year-end. 

• Total assets rose by 90 % to TL 8298 billion. 

• Loans rose by 67 % to TL 283-8 billion. 

• Foreign Exchange transaction volume reached 
USD 629 million. 

• Capita) market transaction, volume rose by 34 % to 
TL. 505 billion. 

• Profit rose by 361 % to TL 15 billion. 

• Capital Increased from TL 50 billion to TL 100 billion. 

CHOOSE INNOVATIVE, DYNAMIC, RESPONSIBLE BANKING. 
CHOOSE TUTUNBANK. 

CONTACT US FOR YOUR BUSINESS IN TURKEY. 
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Mead Office: 

C a d d « i f *7. 0025B !»»»1»p«Mii*»fc«t - Turkov; 
(1) T 7 S 04 <1> WZ 83 14 

Inlarnallonil Banking Division: 
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MERTRANS A.S. 

FOREIGN TRADE ORGANIZATION CO 
ORHANGAZI (BURSA) TURKEY 


Situated in the North-West Anatolia (Iznik Lake) 
is important as the number 
one area for the Turkish 

Agroindusby/Automotive/Textile/Winter Tourism and Trade 
Centre. 

A transit-cross point for sea and land routes. 

The opportunities In BURSA Province are enormous, now and 
for the future. 

Dealing in Import and Export Manufacturer's Representative for 
Foreign andLocaJ Companies. 

Consultant and Marketing. 

May consider foreign participation Joint-Venture in various 
sector, according to the Stale Planning 
Organization's programme. 

Write in full to: Mr C. COSTANTE. 
MERTRANS A.S. 

Gernlik Cad. 38 ORHANGAZI 
16800 BURSA, TURKEY 
FAX: 90 (2561) 1005 TLX: 32482 
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OPALIT 

COMMERCIAL & INDUSTRIAL CO. LTD 


Serving the Ofl and Gob Indnitry far more than 32 yean 
Bepr wmting sugor Companies in these fields 


including: BAKER HUGHES Production Tools 
TOTCO, MILPARK, 

FMC Petroleum Equipment Group, 
REED Tool Company, 
SOFREGAZ/GdF 


Main Office: Kir^ifegi Sokak L3/4, 
09700 Ankaxs-Tnrkey, 
Fax: 90-4-136 73 66 
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Interested in the Istanbul Stock Exchange? 
Try < Wdn fr brokerage services— 


Wease contact Mr. Murat Yasan at our head office. 


Acfcfau: KrUb Mental Degaiter 
Fotri Gfedam Sokak Yavuz Apt. 1/1 
Gayroflepe S0300/ fasten bid TURKEY 
W. 0) 175 07 10/5 Sum 
E mu (!) 172 14 98 
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and western-educated, profes- 
sional wwnagwumfa. 

But TUSIAD also paid the 
cost of becoming a controver- 
sial body, says Mr Boyner. It is 
not u nr e pr esentative, with a 
tnsmh iw rahtp embracing 80 per 
c ent o f the top 100 Turkish cor- 
porations. 

Under Mr Bo veer's leader- 
ship, TUSIAD has vigorously 
addressed itself to both macro- 
economic as well as specifi- 
cally business issues. The 
organisation, like the govern- 
ment, has been one of the 
strongest ad vo c at es of tbe free 
market over the past six to 
seven years. “We totally agree 
about the aims, but not the 
way they have been imple- 
mented," says Mr Boyner. 


The government ostensibly 
sought a market economy, but 
now the state, if anything, is 
more dominant; while TUSIAD 
promotes domestic production 
and export-led growth, today 
there is unhealthy consump- 
tion-driven expansion. In 
December, the organisation, 
will publish its own Country 
Strategy Report, the outcome 
of two yeara of preparation and 

study. 

"Budget deficits - Issue 
number one,” says Mr Boyner, 
"So long as we have high pub- 
lic sector borrowing require- 
ments. we can’t solve infla- 
tion." He complains that 
rhetoric about fighting infla- 
tion has become mere lipeer- 
vlce in some high government 
echelons - though he excepts 
the central bank’s monetary 
programme. 

On the external account, 
market forces would push 
exchange rates down and revi- 
talise the competittvity of 
exports were It not for inflows 
of volatile *hot money* from 
foreign speculators, a fickle 
support to the current account. 
In 199L if the Gulf crisis contin- 
ues, Mr Boyner foresees 
reduced inflows from exports, 
worker remittances and tour- 
ism. “Forex earnings should be 

WMtethere haslajen : 
trial recovery, this is mainly 
because of exptoitatkm of exist- 
ing unused capacity, a 
to Mr Boyner. Bhang 
encourages new investment, 
loan availability and terms do 
not, except Cor companies with 
strong credit ratings andstnrdy 


asset bases. Even so, the out- 
look had been promising. 

“The Gulf crisis came at a 
very bad time, when we had 
almost got the ball raffing,” Mr 
Boyner maintains. "We are not 
going to get sufficient compen- 
sation for the Gulf crisis." 
Compared with Jordan arid 
Egypt, Turkey is thought by 


the west not to need the money 
because of its strong economy, 
he ** 

"We are neither fish nor 
meat, not considered strong 
enough to join the Community, 
nor weak enough to rate finan- 
cial assistance.” 


Jim Bodgenw 
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Global Investment Banking 
to Assist You in Turkey. 


Morgan Stanley stands ready to provide a full range of Investment 
Banking Services to accomplish your financial and strategic objectives in 
Turkey. Our Global Investment Banking expertise includes Mergers and 
Acquisitions. Restructurings, and Debt and Equity Underwriting. We are 
also the International Investment Advisor to the Turkish Investment Fund. 


MORGAN STANLEY 

Issued by Morgan SlMteyA Co. and approved by Morgan Stanley 4 
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IRON AND Sim. 


(ERDEMiR) 

TURKEY 




A NAME THAT STANDS FOR QUALITY 
. READY FOR THE FUTURE 


Totally coHuritted to maintaining the 
highest standards of quality and service 
to ensure customer satisfaction. 


For a wide spectrum of end-use applica- 
tions; £ R 0 EH I 


R manufactures tin 
plate, hot arid cold rolled sheets/coils 
and plates.. . 


For farther information, 
please apply to: 


BESLl DEMiRVE CELiK FABRlKALARI T.A.S, 
Address 


Uztinkum 7 

67330 Kriz. Eregli /TURKEY 
Telephone: (90) (388) 19500 
Telex : 48523 erec tr, 48575 edc tr 
Fax : (90) (388) 13969 



TOROS SECURITIES INC. 

► Dynamic 

► Innovative 

► Reliable 


MANAGEMENT, CONSULTANCY 
BROKERAGE & RESEARCH SERVICES 


•For further details please contact 
Mr. Attf CezairH PhD. 


Tel: (90-1) 13, 38^ 
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CONTBACTORS have liad to 
sdaiit to changing tiErcmn-. 
stances and icartets more than 
gny-btbqr ctHjjarato sector in 
Turin# 4»Si? the past 1ft years. 
HraftheJfflddte Ease, then the 
ftmfoaflcinfra sti uct ure rise, 
apd latteriy the Soviet Unkm. 
faave^beenthafr moving tar- 
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■ N«r extracts won in Beg 
and : J9B8 ;i T notched npto a 

^rtttbletZbn, wMle orders 
totoepipeHne, both committed 
and potent ia l , total $6bn and 
work inpn*reas.*4bn. . _ 
-JfaVui^ Tu&fah companies 
have been hard Mt by tbeir~ 
exposure in Iraq and Kuwait, 
where moat were uninsured. 
Estimates of losses total about 
ISOQm. EhJctt Insaat had $344m 
worth of exposure, much of it 
on the large Bekme dam 
scheme dose by, the Iranian 
banter in the north. In Kuwait, 
BUB tad Just started work on 
what wag . claimed to be the 
largest single efvfl engineering 
contact ever in the region, for 


perienced Turkish wwip w ifea 
, Turkish contractors as a 
body, entered the miimi*> East 
comparatively lata - after the 
5<w«* M in the eariy ttSOs- But. 
tbs region served as a training 
gratud for the domestic infra-' 

, s t n sjtujejco pslr nctlon agree In 
ttemitHBOstoiteashere^ 
sspa development pnfinfae of 
tira conservative U other land 
Party and its leader, the then 
prune minister and now meet ■ 
dent, Mr Turgot OzaL 
Economies forced by the 1 
pcofl^ny.of an electtonyear_ 
in 1987 cut down radically on 
the inimber-of new protects 
coming to the market, but a 
sub stantial c arry through 
remains. "The government is 
stiff moving fast on infrastruc- 
ture construction, which it 
sees as its fir s t duty.” says Dr 
tJzeyir Garlh. chief exec uti ve 
officer of the Alarko group of 
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Hid natural gas 
Importprogramme 
fiascreateda 
plethora off woric 
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the Sbutdba power station# 
in tb& wake gf the crisis, 
&ilfw6®eo^ have nosedived 
for Turkish contractors. But 
string markets remain in otiier . 
Arab countries - Libya, in 
qdte cf ihe trials of other coan- 
panieB, has always provided a 
steady stream of work for Sez ai 
Turkes-Feyzl Ahkaya (ST^A) 
without complications, eoys 
board member Mr Kamurmr 
Gnnm. A large s o u rc e of wmk 
recently has been the Giant 
lian-made River (GMR) 
scheme transporting water 
from d istant desert aq uife rs to 
industry and farmland on flu 
Mediterranean coast 
TtipcU this year also Hw W - - 
toded Turktsh banks, ffiscmdr 
tied In the cady 1960s by the 
alleged defaulting .by. some 
institutions on performance 
bonds far. contracts failed 
by and inex- 


But irablic "works expendi- 
ture baa been hipwfiwi by. tome, 
critics as one of the prime 
engines of tdgh Inflation. -The 
large tatt, motorway construc- 
tion prog ram me Is looked oh 
askance by the World Bank, 
for example,- whieh believes 
the money might be better 
spent elsewhere. About 2,000 
km In sections of toll motor* 
ways are under construction, 
both as transit trade routes to 
the Middle East,; and to open 
UD the AiateHan fafarinp fnr 

industry andT agriculture. 
Beginning " With the second 
Boroor ua liri dge in 1965. now 
h unt, the contracts are largely 
due for completion in the early 
1990s.. About flJnm will be 
j^ fm t wn the pre gnunna tMi 
year, and prvMnSy as much 
: again is 1991.' 

' Much of it will be funded 
i n t e rrml l y by the g ove n g n e nf s 
Public Participation Adminis- 
iratlon, because the work has 
considerably expanded from 
two to finm-lane carriageways 
since the contracts were first 
awarded bn the strength of for- 
eign export credit in the mid- 
1990a. For example, a contract 
awarded t^agroup led by Tek- 
fen, the contracting company; 
tor sections between Tarsus . 
and Gastimtep in the south- 



The 8oufli-ea>ton Anatolia Profoct Is the largest ntsrprt sa 
ca rried out la Turkey. The region borders Syria and Iraq 


east has risen from 2360m to 
fU9m in value. 

Another heavy drain on the 
exchequer has been the big 
Ataturk dam in the south-east, 
sUhangh ifay lar ge i»mhanlm’M»w» 

Impounding the Euphrates 


New contracts won 
In 1989 and 1988 
. notched up a 
considerable $2bn 


river is now mostly in pb«». 
Big contracts have also been 
awarded this year for the erec- 
tion of high-voltage electricity 
transmission lines across Anar 
toUa from the Ataturk dam’s 
2,4QQMW generating capacity. 

The budgetary squeeze 
threw more emphasis on the 
novel, ^huild-operate-transfer” 


(BOT) contracting method pio- 
neered by the Turkish govern- 
ment, which involves farming 

imt tha finanriw ami o nrKrtTn c- 

tum of large utmties to private 
sector gronps. Though first 
hmacbed In the mid-1980s, conr 
tractors express disappoint- 
ment with concrete results 
from BOT in Turkey so far. 
Not one large scheme is yet off 
the ground compared with 
other developing countries 
such as Malaysia which have 
adopted and implemented the 
idea. 

However, BOT contracts 
could be signed up soon for a 
hydroelectric dam at Bhedk 
downstream of the Ataturk 
dam, and a world trade centre 
and new foreign airlines termi- 
nal at Istanbul’s Ataturk inter - 
national airport. But banks 
and contractors have serious 
doubts about government sup- 


port for Istanbul municipality's 
grandiose BOT project for a 
tube crossing of the Bosporus 
connected to the first stage of a 
metro system on the European j 
side. 

At the same time, the gov- 
ernment is pushing rapidly 
ahead with the first Slbn stage 
of a scheme which eventually 
could cost up to SSbn to relieve 
the ancient city's chronic 
water supply deficiencies, 
exposed by prolonged drought 
this year to the further detri- 
ment of the unpopular, social 
democrat mayoralty. Comple- 
tion of the fast stage piping 
u Hitur aiimg ttia eastern Black 
Sea coast from the mouth of 
the Melen river is scheduled 
just before the next general 
elertinn In 1 99?, . 

The moBt tangible growth 
area for leading Turkish com- 
panies hes abroad in the 
Soviet Union, where a substan- 
tial bridgehead has been estab- 
lished within the terms of pay- 
ment annually for imports by 
Turkey of Soviet natural gas. A 
quarter of the bill for the gas is 
met by contracting services, 
for which awards so far have 
totalled S228J5m. 

In Turkey itself, the natural 
gas import programme has cre- 
ated a plethora of work in 
transmission and distribution 
pipelines, wit h the next large 
project a S27Dm scheme build a 
urge gas reservoir under Tuz 
Golu, the central Anatolian 
■ait lake. 

Finding the deal insuffi- 
cient, Turkish companies have 
branched out as subcontractors 
or partners to Soviet or West- 
ern companies. Contracts may 
also start to flow soon from a 
9350m line of project finanr*, 
from the Turkish Export Credit 
Bank (Exunbank) for light 
industrial plants to the Soviet 
Union. 

There seem to be no limits, 
apart from market opportuni- 
ties, on where Turkish contrac- 
tors are prepared to go - one 
even recently submitted the 
lowest price in a tender compe- 
tition for a large office block in 
New York. Tekfen, for exam- 
ple, is looking at jobs in places 
as far apart as Pakistan. India, 
the Soviet Union, Afghanistan, 
Czechosl ov akia , Bulgaria. 

Turkish companies have 
come a long way in terms of 
management and technological 
expertise during the last 10 
years, acc or ding to Mr Murat 
Gigin, who heads Tekfen's con- 
struction operations. “Euro- 
pean companies have come to 
work in Turkey”, he says. 
"There’s no reason why we 
shouldn’t seek contracts in 
their countries.” 
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Workers In the Aegean port of Izmir have their heads shaved In a protest for higher pay 


INDUSTRIAL RELATIONS 


Strong talk on inflation 


Jim Bodgener 


THE SIGHT of a Turkish metal 
worker with one side of his 
head shaved and his famous 
bushy moustache similarly 
arranged, is just the latest ges- 
ture of the trade onion mili- 
tancy which threatens the 
country's industry. 

Union issues today are cen- 
tral to Turkey's economic 
plans and vital to its broader 
political ambitions in seeking 
full membership of the Euro- 
pean Community- 

Unrest is growing once again 
among Turkey's organised 
workforce - and if the strong 
taiif of union leaders is any 
guide, a showdown seems 
unavoidable. 

Leading the call is Turk-Is, 
the moderate rump of a once 
powerful trades union move- 
ment which was all but out- 
lawed after the military coup 
d’etat in September 1960. DISK, 
the more radical labour federa- 
tion was closed down by the 
military and its leaders 
arrested. 

Under Turkey’s system of 
biannual collective wage bar- 
gaining, unions and manage- 
ment have 60 days to reach an 
agreement After that the issue 
goes to official arbitration. 
When that fails, strikes ensue. 

In the first seven months of 
1990 more than i_ 2 m days were 
lost through strike action, 
according to figures from the 
Metalwork Employers’ Union. 

The frequency of strikes 
started to increase in 1986 and 
reached a record high of nearly 
2m working days lost in 1989, 
the highest level since collec- 
tive bargaining was introduced 
in 1963. 

But after a decade when 
union power has been system- 
atically unde rmined in a bid to 
maintain industry’s competi- 
tiveness, Turkey's labour prob- 


lems are now coming home to 
roost 

"The military put the labour 
legislation in place after the 
coup, but its still there today 
under our democracy, 1 * com- 
plains Mr Sevket Yilmaz, chair- 
man of Turk-Is, the largest 
union federation with 2m mem- 
bers. 

Under the constitution 
framed by the military, a gen- 
eral strike is illegaL In certain 
sectors, such as banking, 
healthcare and education, 
strike action of any sort is out- 
lawed. On top of this, unions 
are hanned from participating 
in political parties. Mr Yilmaz 
is still restricted from appear- 
ing on state television, unlike 
his counterpart in the Islamic 
Hak-IS unio n 

But the immediate cause of 
today’s trouble is inflation, 
roaring ahead at over 8 per 
cent a month. In the latest 
round of collective bargaining, 
some unions are a« 

much as 500 per cent increases. 

“All we want for our work- 
ers is to give them a wage that 
stays ahead of infla tion," says 
Mr Yilmaz. According to Mr 
Alaeddin Cedli, the head of the 
Ankara Chamber of Industry, 
the current wage demands 
would amount to giving the 
entire Turkish national income 
to just 3.5m people. 

Like many industrialists, Mr 
Cecili traces the current dis- 
pute to the dismal results in 
last year's borough elections 
which then forced government 
to award generous wage rises 
to dvil servants - creating the 
negotiating climate for today’s 

riaima. 

In September, talks with 
workers from the important 
coal apd textile sectors had 
already broken down, affecting 
125,000 jobs. In the private sec- 


tor, another 330,000 workers 
are still negotiating, whilst 
650,000 in the state enterprises 
wait to start pay talks. 

Economists acknowledge 
that through most of the 1980s 
workers’ wages fell woefully 
behind the cost of living. Aided 
by a competitive exchange 
rate, Turkey's outward-looking 
trade policies have helped to 
restrain domestic demand, as 
industry provides for export 
expansion. But the terms of 
trade have moved massively In 
favour of industry- With farm 
subsidies cut, agricultural 
prices have been held back, 
and urban wages in turn have 
been restrained. 

In an earlier round, unions 
won one important concession 
from the government, under an 
agreement to index part of the 
wage increase to the inflation 
rate. 

But there are few other signs 
of the government softening its 
stance. Legal proceedings 
against DISK have still not 
been completed. In January 
1990, criminal charges against 
one man - Mr Celal Ozdogan, 
the secretary General of Oto- 
mobil-Is - were still pending. 
In its negotiations with the 
government, the International 
Labour Or ganisati on (1LO) is 
calling for an amnesty for all 
former union members to be 
elected to leadership positions 

a gain 

Under a legal amendment 
passed in 1989 the government 
has given itself extensive pow- 
ers to intervene in strikes and 
lock-outs. 

In February, the Geneva- 
based ILO warned that the 
changes “pose a serious threat 
to the exercise of freedom of 
association” in Turkey. 


John Murray Brawn 
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TOURISM 


Operators 





THE MEDIA 


Changing channels 


for marketing 


ALTHOUGH Tu rkish tourism 
ha* ? finally achieved the break- 
through which had eluded it 
for two decades, the industry 
has had a lacklustre season in 
1990. 

Though the Tourism Minis- 
try reports an increase o£l&6 
per cent on 1S88 in the number 
of tourists between January 
and August and a 13-8 per cent 
rise in revenues, it seems fairly 
clear that targets for the year 
have not been met. Touri sm 
operators, such as AKTID - 
file Association of Mediterra- 
nean Tourism Operators - 
have warned that with newly 
built hotels standing empty, 
some firms are being forced to 
cut their prices. 

The picture is by no means 
entirely gloomy, however. 
Some UK operators report fun 
bookings throughout the sea- 
son arid tourism revenues yet 
again look set to top the $2Jbn 
mark. In Turkey, just as in 
S pain two decades ago, tourism 
is helping finance the coun- 
try's jn^Hff t riaHMtinn 

By Mediterranean standards, 
the industry is still relatively 
small. The Ministry of Tourism 
has 150,159 tourist beds - 
roughly three times the num- 
ber that existed five or six 
years ago, but stiQ small com- 
pared to the 697,000 tourist 


It seems clear that 
targets have not 
been met 


beds in Greece. 

Mr Turgut TOten, deputy 
under-secretary at the State 
Planning Organisation, says 
that he believes that the indus- 
try is suffering from a tempo- 
rary oversupply of beds. “Gen- 
erous incentives drew a lot of 
construction companies into 
the sector, as well as small 
scale private operators. What 
we really need now is a shift to 
promotion and marketing." 

Until now, developers have 
been tempted by a generous- 
series of incentives, including: 
• a cash grant of 30 per cent 
of their fixed investment; 


• leases of state land for 48 
years - though less land is 
now available in the past; 

• a tax allowance of 100 per 
cent deductible from corpora- 
tion taxes, though until this 
year without any inflation 
allowance. 

Other changes might involve 
a more selective regional 
approach. Outside Istanbul, the 
tourism industry has grown up 
in the south Aegean and along 
the Mediterranean coast, but 
there are also investments in 
specialist holidays, from spa 
resorts to skiing, mountaineer- 
ing and hunting. 

One change now underway 
is to lengthen the Turkish 
tourism season. “Ten years 
ago, the season lasted only 
from April to September and 
the winter was dead. Nowa- 
days it lasts from March to 
December", says Mr Ferit Epik- 
men, an Istanbul travel agent 
who was until last year presi- 
dent of Tursab, the national 
tour operators' association. 

Another priority is to curb 
some of the damage that has 
been part of the cost of a rap- 
idly expanding tourism indus- 
try. In the early 1380s. plan- 
ning controls were relaxed as 
local municipalities gained 
more power. The results stare 
tourists in the face in many 
resorts which were unspoilt 
only a decade ago: a hotel in 
the middle of the panoramic 
view of Goreme valley; a thin 
concrete wall of tightly packed 
npart-mgnfc blocks, r unning for 
about 15km, has replaced the 
lush banana groves in the bay 
of Alanya. There Is even build- 
ing going an the beach. 

“Frankly I am not sure 
whether tourists will even 
want to come here in another 
five years”, says one Alanya 
resident, adding that moGt of 
the overbuilding has not been 
carried out by local companies 
but by developers from Istan- 
bul and Ankara. 

Travel companies, both 
Turkish and foreign, have been 
vocal in their criticisms of hap- 
hazard development 

“Where local government is 
in control, there is little we can 
do”, says Mr Tuten. He recog- 





Above: Bm beach at Oka 
Denlz, free of building work; 
travel companies have 
criticised over- deve lo pm ent 
Below the new 8heraton 
under construction ha Ankara, 
with Bib Hi Bon alongside 



nixes that some areas have 
been, as he puts it, “quite 
destroyed” by overbuilding, 
but feels that central govern- 
ment has little chance of 
reversing the trend. 

“Local politics prevail and if 
they continue to do so indefi- 
nitely, everything will be 
ruined. But our country is very 
big and I do not behave that it 
is necessarily too late yet”, 
says Mr Epikxnen. 

He believes that the tourism 
industry could grow to the 
point where it has more than 
lm or even 2m beds and could 
take up to 30m visitors a year. 

“Potentially the industry 
could be earning ns around 
$25 bn a year”, he says. “The 
big market for us is always 
going to be the European mar- 
ket We are well placed to take 
advantage of it” 

To make much further prog- 


ress, however, several bottle- 
necks have to be overcome. 
They 

• a serious shortage of 
trained and qualified staff; 

• addi tional infrastructure, 
especially the building of new 
hotels and the improvement of 
air services: new airports are 
being p H*"p«d for Bodnnn on 
the Aegean and for Cappadocia 
in the interior; 

• increased co-operation with 
Greece, especially in the 
Aegean where the tourism 
industries of the two countries 
already overlap; 

• improved marketing — at 
present many developers 
put up hotels and give them 
three, four, or even five star 
gracfingand hope that the busi- 
ness wiH Just flow in; 

• some way of separating the 

linIWay h ndiWM — much 

of which consists of budding 
summer homes for use for a 
few weeks in the year - from 
the International tourism 
industry. 

In large cities, a new prob- 
lem already looms: excess 
capacity. Five years ago, Ank- 
ara hwri not (me In ternational 
five star hotel and visitors 
almost always stayed in the 
Grand Ankara HoteL Today 
the Grand Ankara has two 
rivals: the Etap Alfinel and the 
HUton, the latter opened a year 
ago. Next year and even 
grander Sheraton hotel will 
open in the Turkish capital. 

Down cm the Mediterranean 
coast, there is a newly opened 
Hilton Hotel at Mersin (a part 
and business centre rather 
Qian a tourism resort) and the 
newly opened 409-room Shera- 
ton Voyager Hotel in Antalya. 
In Istanbul, five Gristing five 
star hotels will soon be joined 
by another five. Is -there 
enough business for every- 
body? 


“We certainly need better 
marketing”, says Mr BpTkmen. 
“For example, everyone agrees 
that the Antalya Sheraton Voy- 
ager is one of most remark- 
able new hotels in the entire 
Mediterranean. But 1 don't 
seem to have been sent a price 
list to it yet” 

‘ Improved marketing and 
communications are becoming 
an increasing priority. The 
eastern Mediterranean coast, 
for example, is served by an 
airport more than an hour's 
drive away outside the large 
industrial city of Adana. “In 
other words, to get tourists 
into hotels on the coast 
between Mersin and Sflffke, 
you have to expect them to put 
up with a two or even three 
hour drive”, says one Mersin 
travel agent "Since there is a 
vast plain here, I cannot see 
any logical reason why the air- 
port is sited where it is." 

A host of new local airlines, 
such as (keen Air, is also halp- 


Haphazard 
developments have 
been criticised 

ing change things. Turkish 
Airitnes operates a relatively 
mrmTI wnwhw of flight* from 
the tourism centres. It only 
one fli ght a week between 
Antalya and Ankara, the capi- 
tal, to example. As many tour- 
ism resorts are between 50 and 
100 miles from Antalya, catch- 
ing the 7.30am flight to Istan- 
bul may mean rising long 
before dawn to get to Antalya 
- and perhaps waiting several 

hours in Istanbul to a connect- 
ing flight 


David Barchard 


EIGHT O’CLOCK an a winter's 
evening. The family . gathe rs 
around the television, first to 
watch BBC news - and after a 
minute or two to co mpar e the 
news from Baghdad an CNN. A 
moment or two later they 
switch to a German TV qoSz 
programme, glance at a Swed- 
ish rock concert on Nordic 
Television, and eventually set- 
tle on a French film. 

This is not tomorrow's 
world; it is Ankara in 1990, 
wher e a trial project by the 
PTT is bringing satellite televi- 
sion to thousands of homes. . 
The initial, aim is to bring 
cable television to 2m homes in. 
Turkey's three largest cities 
over the next two years, and 
follow it with a Anther 2m in 
another seven cities. 

Though the service is cheap, 
many Turks cannot wait. They 
are installing large satellite 
dishes on top of new apartment 
blocks which can scoop foreign 
transmissions down from sky, 
or pressing their local munici- 
palities to set up local satellite 
and cable relay services. 

“The audience that the Eofr 

aipi cnteTUte t rawanigrimm am 

reaching is anyone’s guess”, 
says Mr Nuri Colakogiu, man- 
aging director of Turkish-Ger- 
man TV, a joint venture set up 
early this year to beam TV pro- 
grammes to Turkey from west- 
ern Europe. 

“I guess there are around 2m 
households already receiving 
satellite television and- that 
perhaps two-thirds of these are 
in Istanbul and its immediate 
hinterland”, Mr Colakogiu 
says. 

Turkey's state-controlled 
television service, TBT - winch 
haHtfifliwUy offers a mixture 
of ponderous sanitised news 
broadcasts, lengthy concerts of 
oriental music, religions pro- 
grammes and old films - haw 
begun to show signs of change. 
It now has fiye channels (one 

jntewtol nr airily for TttrkB OUt- 

s ide tiie country, and another 
aimed at the south-eastern 
provinces) - «nd offers an 
increasingly heavy proportion 
of rock concerts and similar 
Care to the aBMMta 

This is partly because TET 
already has a direct competitor 
in the local market, even, 
though private television has 
not yet been allowed: *Magic 
Box*, tiie first Turkish-lan- 
guage satellite TV operation, 
got underway tins summer. Its 


badGersT are' unclear, tet same 
believe that it has rapport nt 
hi ghest bvdi>< 

' JBift channel's rm^in problem 
seems to be ntisfog advertising 
income. Apart from rock .con- 
certs. the channel's ma i n 
attraction seems to be its con- 
tract to televise football from 
Turkey’s four teggest dobs. A 
substantial part of its income 
seems to come from the sate of 

rBeh anrlafa -T. 

There are stfll legal blocks to 
private television In Turkey. 
Legislation wfR probably come, 
but only afto the more conser- 
vative elements hi the political 
establishment finally concerto 
that state control of all broad- 
casting is a thing of the past 

Television is only one of sev- 
eral media areas rapidly under- 
going intematioeoahsattou Sev- 
erai international film 
companies, including Warner 
Brothers, have set up local 
franchises. “There has been an 
enormous widening afscope as 
a result", says Mr CoHakoghi- 
“ Films on show in Istanbul 
now mow or less corres p ond to 
what is showing in London." 

Are these developments 
entirely market-driven or is 
there some underlying ratio* 
nale? For several years, leafing 
figures In the Motherland 
Party, including Mr Adman 
Kahveci, currently finance 
minister but for many years a 
think tank* adviser to Presi- 
dent OzaL have argued that 
television is the most obvious 
way to modernise society and 
culture in a generation or two. 
Mr Kahved’s proposal for a 
irnilRriwniid tele- 

vision service has not been 
translated into reality, but the 
idea of drenching society in 
television seems to have 

wm g M nn 

There are profound cultural 
and political implications. 

Mamie Amdairimtalists. mak- 
ing a strong play for power, are 
not pleased. “In our family, we 
do not aBow anyone to watch 
tekrvMon. We don’t even have 
a television to the house”, says 
one s u pporter cf the uRra-reli- 
gfou National Salvation Party. 

However, according to Mr 
Colakogiu. 96 percent afTmi- 
ish homes now hare tdevhdm 
and two-thirds of these have 
colo ur teteviskKB. 

One factor which might 
appeal to the government is 
that ttievition tends to be less 
crudely political thaw the 


press: most 

papers, apart from a section of 
-the religious press apd toe 
pre ss empire of Mr Asil Nadfr. 
the Polly Peck International 
chairman, are hostile 
dent Turgut Ozal and the 
Motherland Party. . 

Editors say that they have 

been punished heavily fortteir 

attitudes by Mr CteaL “Wl»» 
the government wants to hurt 
us more, all that is nectary 
is a telephone call to SEKA 
[file ghite pulp and paper cor- 
poration] telling it to hike its 
prices for newsprint by 
a nntw so percent That kills 
off our circulation”, says one 
journafist 

With the collapse of PoUy 
Peck, there is uncertainty 
about the fixture of Mr Nadir's 
papers, especially Gttnes, a 
quality upmarket daily which 
undercut its rival, Cum- 
hmiyet. on the news stands, 
but only - its rivals claim - at 
the cost of a heavy subsidy. 
Hie urgency of G0ne$’s plight 
was underlined last month, 
when staff were not paid their 
■mrtftfMy salaries. 

There have also been signs 
of other entrepreneurs taking 
an frrf iw wat in Turkish media. 
Last summer, Mr Rupert Mur- 
doch, rh n inrum of News Inter- 
national, met President Ozal 
and was thought to be inter- 
ested in operating a TV chan- 
nel in Turkey. Mr Robert Max- 
well, chairman of Maxwell 
Media Corporation, tried to 
negotiate the purchase of a 
large holding hi Hflrriyet, one 
of Turkey's main dailies, but 
seems to have run op against 
the unwillingness of the 
Simavi family which own it to 
surrender control. 

Mr Oihan Dura, co-ortHnatar 
of Hflrriyet, says be thinks the 
deal is now .off. Meanwhile 
Turkey's dailies fight the circu- 
lation battle with free gifts - 
from copper bracelets to dictio- 
naries- amidst complaints that 
censorship, especially on the 
war in south east Anatolia, 

malftm it imnnwiihl p fnr thwn 

to do thefr jobfonyTlast April 
Mr Ozal introduced a decree 
allowing the government to 
confiscate presses of organisa- 
tions printing “harmful” 
reports. It is a risk no large 
paper is willing to take, and 
ruBj i M wm around 15 smaller 
magazines off the market. 

David Barchard 
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The Turkish economy has never been stronger and with all the 
barriers to foreign participation lifted. Turkey now represents the 
most vital emerging market in the world. 

This is the message that the international press have been 
preaching for the last twelve months, and it is the message that 
we at \fepi Knedi have been conveying and encouraging for a very 
long time. 

However attractive the proposition though, there can be pit- 
falls. That is why, when you come to investigate the opportunities 
that Turkey has to offer you. advice from a bank which has your 


interests at heart will be invaluable. 

At Yapi Kredi. we have built our reputation on a philosophy of 
putting the customer first and a dedication to delivering a standard 
of service that sets us apart 

In the international arena, we have correspondent relation- 
ships with over 500 banks worldwide and the second branch in a 
planned autonomous international network has just opened in 
Dusseldorf. the first having been established in Bahrain in 1983. 

Within Turkey. Yapi Kredi is the leading player in the rapidly 
maturing Istanbul Stock Exchange, offering standards of service that- 


wouki rival any London cr Vfefl Streetbrokerage firm. And we 
the leading edge in the development of electronic consumer are at 
wfth systems and -services that stand c o m p a rison with banking, 
the best in Europe. 

So. make sure you investigate the ^ bq»i(^ oppprtunife in 
Turkey and talk to the bank.whkh isbest equipped to work with vn i 


For of Oar artwrt Annual Ifcyqrtjnd Aperts, of lat um a ttoa. pit mi mrn .i KiBfl Hm.MiWidwCMMBjaOMO.1 
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